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15 The Residential Utility Consumer Office ("RUCO") hereby provides notice of filing its

16 Closing Brief in the above-referenced matter.

17

18

19 On January 9, 2019, the Commission directed Staff to initiate a rate review of APS' then

20 current rate rates to determine whether APS was over-eaming*. The Commission's directive

21 was in part based on trepidation regarding the Company's earnings since its August 2017

22 decision where it approved a net base rate increase of $94.62 million. RUCO-14 at 2. The

23

2 4 References are made to the transcript page number or the Exhibit Number in the transcript. RUCO-14 at 1.
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1 result of Staffs efforts was the Overland Report, which was filed on June 4, 2019, and found,

2 among many other things, that APS had $6.7 million of gross margin in 2018 that was

3

4

5

6

7

associated with higher-than-expected revenues. RUCO-13 at 42. The Overland Report also

delved deeply into the rate design issues that resulted from the transition to the "modernized

rate plans" because of significant customer dissatisfaction regarding rate increase notices,

customer lack of understanding of the modernized rate designs and concerns about being

placed on demand rates. RUCO-13 at 2. The Report confirmed failures in the effectiveness of

8 "independent" report, the

g

the CEOP. Id. at 28-29. The subsequent Staff commissioned

"Alexander report", filed on May 19, 2020, detailed the shortcomings of APS' CEOP. RUCO-14.

10

11

12

13

Moreover, the Company's rate comparison tool was defective. RUCO-6 at 4. The Company's

mishaps regarding its customer outreach caused one Commissioner to state "[r]atepayers

should not shoulder the cost for a company's management failures, Companies will be held

accountable for their poor business decisions. In this case, the Commission should also

14

15

16

17

18

19

20

21

22

23

discuss whether financial disincentives are appropriate and what remedies are available to

make ratepayers whole." RUCO-6 at 8. Chairman Marquez Peterson said in the December

Open Meeting concerning APS customer service efforts: "For APS, these miscues seem to be

the status quo and compounded by more bad news the next day." RUCO-6 at 4.

Not surprisingly, customer dissatisfaction has led to a feeling of mistrust of the

Company. RUCO-6 at 5. Ratepayers feel that they are being overcharged. ld. Based primarily

on the customer complaints and reports, the Commission directed APS to file this rate case in

the hope, (from what RUCO believes), to address the complaints and restore some much-

needed trust in the state's largest utility and the Commission itself. RUCO-14 at 1-11 .

RUCO's review of the Company's application, together with other facts and analyses,

24 confirms that ratepayers are being overcharged. RUCO's recommended base rate increase,
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2

3

4

5

6

after reflecting the Company's updated position on rebuttal and exclusive of adjustor transfers

is ($61.4 million) or 1.87% decrease. See RUCO Final Schedules - Schedule A-1, page 1.

Staff is recommending a base rate increase, exclusive of adjustor transfers of $59808 or

1.82% increase. S-15, Schedule A, Attachment RCS-9, page 2 of 63. The Company in its

rebuttal testimony updated its original rate increase of $184 million downward and is now

recommending a base rate increase, exclusive of adjustor transfers of $168.824 million or

7 5.15°/o.

8

g

10

11

Barbara Lockwood, the Vice President of Regulation at APS testified that the Company

"aggressively looked for ways to reduce the amount of the request and mitigate the impact on

the customers bill." APS-1 at 9. There is sparse evidence to support this assertion. The

evidence in the record indicates otherwise. This Brief will demonstrate otherwise. However,

12

13

14

15

nothing can be as damning, given the facts that led up to this case and the reason for this case

as explained above, that APS requested a yearly revenue increase of $168.824 million.

The fact is undisputed that neither the Company's revenue request nor Staff's will

achieve the goal of a "rate decrease" in this case as requested by Chairman Marquez-Peterson

16 in her letter in this docket of November 17, 2020.

17

18

Neither the Company nor Staff's

recommendations will reduce the average retail rate towards the $.09/kWh goal as specifically

- the effect o f  the Company and Staff's

19

sought by Chairman Marquez-Peterson

recommendation will be just the opposite. The result will be higher rates which will further

20 A rate increase is not warranted at this timeerode the confidence and trust of the public.

21 based on RUCO's analysis.

22

23

24
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1 APS' Cost of Capital ("COC") Recommendation is an aggressive attempt to
increase APS' rates. Staff's COC recommendation is also too high.

2

3

4
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8

9
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14

15

RUCO does not reach this conclusion lightly. The facts are that the Company's current

ROE is 10%. Since its last rate case, and focusing mostly on the last year, the economy has

been in a downfall, primarily due to a worldwide pandemic. Every financial indicator used in

Cost of Capital modeling, including interest rates, treasury bond yields, etc. have been trending

downward. See RUCO-4. The Company's witness, Ms. Bulkley's own exhibit shows that since

the second half of 2014 the average quarterly ROEs for electric utilities in the United States

has never been over 10% and has only been as high as 10 percent in one quarter (third

quarter 2017). APS-20, Attachment AEB-6RB, S-3 at 2-3. Staff's Cost of Capital witness

concluded that "Clearly it is Ms. Bulkley who is "out of tune" with the cost of capital for electric

utilities throughout the United States. S-3 at 3. That conclusion can also be easily applied to

Ms. Bulkley's Arizona specific knowledge - recently the Commission awarded a 9.10% percent

in the Southwest Gas rate case (See Decision No. 77850 at 75, docketed December 17, 2020)

and a 9.15% ROE in the TEP rate case. See Decision No. 77856 at 70, docketed December

16 31, 2020.

17 Staff's ROE recommendation of 9.4%, while certainly more "in tune" than the

18 Company's recommendation is also too high. In its Direct case, filed on October 2, 2020, Mr.

19 Parcel's ROE recommendation is "based upon his application" of four ROE models. S-1, page

20 1 of Executive Summary. Those models, and their ranges are as follows.

21

22

Model
DCF
CAPM
Comparable Earnings (CE)
Risk Premium

Range
8.7 - 9.3%
6.4 - 6.6%
9.0-10%
8.3-9.1%

Midpoint
9.0%
6.5%
9.5%
8.7%23

24 Id.
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1 Staff filed its Surrebuttal testimony on December 4, 2020 - roughly 2 months after its

2 Direct. Staff's Surrebuttal ROE recommendation did not change. Not surprisingly, its updated

3 COC analysis did not change much either. Mr. Parcells explains the changes:

4 "The differences in the ROE model results can be summarized
as follows:

5

6

7

8

0.0%
0.0%
-0.3%
-+0.2%
1.0%

DCF
CAPM
CE
RP
Average

9

10

Collectively, these updated results indicate no change in the
ROE of APS. My ROE recommendation for APS thus remains 9.4
percent."

11 S-3 at 13.

12 Staff's 9.4% ROE recommendation is higher than the very upper end of its DCF, CAPM

13 and Risk Premium analysis. The only COC model that Staff's recommendation is in is its

14

15

16

Comparable Earnings model. However, regarding its Comparable Earnings model, Staff's

proxy group had an "updated" average value for 2020 ROE of 8.9% and for 2021 of 93%. S-4,

Exhibit DCP-2 at Schedule 14.

17 Mr. Parcell notes that neither the courts nor economic/financial theory has developed

18

19

20

21

22

23

24

exact and mechanical procedures for precisely determining the COC because COC is an

opportunity cost and is prospective looking which means it must be estimated. S-1 at 7. Mr.

Parcel then goes into detail in his Direct testimony about the current economy and the

significant downward trends to the economic variables used by the experts to estimate COC.

For example, Mr. Parcell explains how short-term and long-term interest rates rose sharply to

record highs from 1972-1982 but have declined since due to declines in inflation. S-1 at 12.

Since the COVID-19 pandemic began over one year ago long and short-term interest rates
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have continued to decline and remain at historic lows. Id. at 13. Investors' expectations have

declined even with an uptick in stock prices because of 1) lower interest rates on bank

deposits, 2) lower interest rate on US Treasury and utility bonds, 3) lower ROEs authorized by

regulatory commissions, and 4) current shutdowns of many businesses in response to the

pandemic are resulting in lower profit levels, equity returns and interest rates. S-1 at 15.

Mr. Parcell's testimony regarding the present economy is consistent with the testimony

of RUCO's witness, John Cassidy. Given the understanding that ROE is an estimate, we are

in the middle of a pandemic, and financial indicators are at record lows it is simply illogical to

award an ROE that is beyond the high range of three-quarters of the models used in Staff's

COC analysis. Staff's ROE recommendation is too high and should be rejected. Further

support for RUCO's 8.70% recommended ROE was provided by Mr. Cassidy at hearing,

pointing out that Value Line projects the common equity ratio of APS' holding company parent,

Pinnacle West Corporation to fall to 43.0°/0, a 990-basis point decline over the period, 2019-

2024. Transcript at 4321 , 4323.

Both APS and Staff seek approval of an additional return on the Fair Value Increment

(FVI). APS seeks approval of a FYI cost rate of 0.80%. APS-21 at 69. Staff's first proposal is

to incorporate a zero percent return on the FVRB. S-1 at. RUCO also recommends a zero

percent return on the FVI. RUCO-5 at 13. In the alternative, Staff recommends a 0.3 percent

19 return on the FVI. ld. at 53.

20

21

22

23

APS describes its request as "conservative" compared to the real risk-free rate of

1.28°/0. ld. APS' comparison is also "out of tune" given its request. In the TEP decision, the

Commission concluded "We agree with RUCO's assertion that the FVI represents non-investor

supplied capital and the application of a return on an FVI provides utilities with a premium

24
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1 return above the nominal ROE applied to rate base." Decision No. 77856 at 69. The

2 Commission further concluded:

3

4

5

6

7

8

9

10

Although we agree with RUCO that it is not necessary to
provide the Company with any additional return on the increment
between the OCRB and FVRB because that increment is not financed
with investor-supplied funds, we find that applying a return on the FVI
is appropriate under the specific facts and circumstances of this case.
We further find that applying a 0.20 percent real risk-free rate to the
FVI complies with the Commission's constitutional fair value
requirement, is an appropriate methodology to determine the fair value
rate of return without overstating the effects of inflation, and will result
in just and reasonable rates. In addition, we find that the application of
a return on the FVI reduces risk to the Company because that return
provides TEP with an additional source of income and cash flow.
Accordingly, we find that it is reasonable and appropriate under the
circumstances to adjust the Company's ROE downward by 20 basis
points to reflect that reduced risk to TEP.

11 Decision No. 77856 at 69-70.

12 In Southwest Gas, the Commission concluded:

13

14

15

16

17

18

19

20

Although we agree with Arizona Grain, RUCO, and Staff that it
is not necessary to provide the Company with any additional return on
the increment between OCRB and FVRB because that increment is
not financed with investor-supplied funds represented on its balance
sheet, we find that applying a return on the FVI is appropriate under
the specific facts and circumstances of this case. We further find that
applying a 0.18 percent real risk-free rate to the FVI complies with the
Commission's constitutional fair value requirement, is an appropriate
methodology to determine the fair value rate of return without
overstating the effects of inflation, and will result in just and
reasonable rates. In addition, we find that the application of a return
on the FVI reduces risk to the Company because that return provides
SWG with an additional source of income and cash flow. Accordingly,
we find that it is reasonable and appropriate under the circumstances
to adjust the Company's COE downward by 20 basis points to reflect
that reduced risk to SWG.

21

22 Decision No. 77850 at 74.

23 At hearing, Staff's witness Mr. Parcell was asked:

24
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1 "...What benefit does the ratepayer get from applying any return
above zero to the fair value increment?

2

4

5

6

7

8

9

10

11

12

13

14

3 A. The benefit of higher rates"

Transcript at 4965. Mr. Parcell said that he should not have said that but then said, "lt

adds -- it makes rates higher, and service is no better." Id. Mr. Parcel explains that once the

COC is determined, it is then applied to the rate base which is derived from the asset side of

the balance sheet. S-1 at 48. From a financial perspective, this rationale for this relationship is

that the rate base is financed by the capitalization. ld. For the relationship to have any

meaning, the COC should be applied to the OCRB because there is a matching of the rate base

and capitalization. ld. The link is broken, however when the FVRB is used because the

amount the FVRB exceeds the OCRB is not financed by investor supplied capital. ld. at 49.

Staff's explanation explains why neither APS nor Staff's alternative recommendation

should be approved. What really is at issue is how much of a gift the Commission should

award here. Is the Company's .08% request really an attempt on its part to aggressively

i t is an15 reduce the amount of its request in this case?

16

17

Hardly, it is just the opposite

aggressive attempt to increase the request without a sound financial or other basis. Neither

APS nor Staff or the Commission in the past has explained or even offered a policy reason for

18

19

20

21

the extra return. Indeed, Staff's witness said the only benefit of it is to raise the ratepayer's

rates! Regardless, the Chaparral cases? which were appealed and decided by the Court of

Appeals in several Memorandum Decisions seem to be the basis for the legal argument that

the State's constitutional fair value requirement requires the Commission award a return on the

22

23

24
2 Decision Nos. 68176 and 70441.
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1 FVI3. s-1 at 47. RUCO would point out that the Court of Appeals Decisions regarding

2

3

4

5

6

7

8

9

10

11

12

Chaparral were Memorandum Decisions and do not create legal precedent nor can be cited as

precedent. See Arizona Rules of the Supreme Court 111(C).

Chaparral dealt with a methodology used by the Commission which backed into an

operating income. See Decision No. 70441 at 4-5. The Court of Appeals did not define fair

value. RUCO understands the argument that the return has ties to fair value, as it parallels the

arguments RUCO made in the far more recent Arizona Supreme Court case of RUCO v. ACC,

240 AZ 108, 377 P. 3d 305 (2016). The Supreme Court in its Opinion in RUCO, which Q

precedential, rejected RUCO's arguments inferring that there is a relationship between return

and fair value, concluding that "fair value" applies "...only to the "rate base" element of the

traditional ratemaking equation," and not the rate of return. ld. at 240 AZ 108,112 (pp. 14).

RUCO v. ACC addresses the issue before the Commission squarely, not Chaparral.

13

14

15

16

17

18

19

20

Chaparral dealt with a methodology that backed into an operating income that gave no weight

to the FVRB. In the present case, the return in question is being applied to the FVRB - that is

undisputed. There is no attempt in this case to reach a desired operating income. The legal

argument requiring a return on the FVI assumes that the Commission's discretion to determine

Cost of Capital is limited since any aspect of the traditional regulatory formula can be

manipulated to arrive at a desired revenue requirement. Whereas, in RUCO v. ACC the issue

of whether Fair Value requires analysis beyond the rate base was before the Court and the

Court concluded otherwise. Supra at 240 AZ 108,112 (pp. 14).

21

22

23

24

3 1-CA-CC05-002, Memorandum Decision dated Februaiy 13, 2007, 1-CA-CC 08-002, Memorandum
Decision dated June 10, 2010. https://www.azcourts.dov/Portals/0/OpinionFiles/Div1/2010/1%20CA-
CC%2008-0002-120942.pdf. RUCO is not citing either Memorandum Decision as precedent - only to explain
procedurally what happened inthe Chaparral matters referenced in Mr. Parcel and other testimonies.
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Fair value is not something that can be argued when it is convenient. RUCO v. ACC is

dispositive of the argument that the Commission must award a positive return on the fair value

increment ("FVI"). When it comes to fair value, one has nothing to do with the other as the

Supreme Court ruled. It is the that is in question, not the rate base. In RUCO v. ACC,

the Company, with the help of numerous utilities argued that the return, among other things, is

not a factor in fair value otherwise the System Improvement Benefit mechanism ("SlB") would

not have survived legal challenge, as was determined by the Court of Appeals. Now, the

Company wants to pigeon-hole the Commission based on a broad interpretation of fair value to

earn a return on what is, non-investor supplied capital. Such a result is not only inappropriate it

11

12

13

10 is unfair to the ratepayer.

There is no basis from a financial perspective to award a return on the FVI. S-1 at 49-

50. That does not mean, however, that the Commission cannot for policy reasons award a

return on the fair value increment. The Commission recently awarded a zero return on the FVI

15

16

17

18

19

14 in an AWC rate case - Decision No. 77380 (2019) at 36-37.

While RUCO would prefer the Commission award no return on the FVI, RUCO is aware

that legal concerns have been raised. For example see S-1 at 51. RUCO would not object

should the Commission award a return on the FVI if accompanied by a corresponding

adjustment to the ROE resulting from the additional source of revenue. RUCO notes that the

Commission has addressed the matter in this manner in the recent SWG and TEP cases

21

20 mentioned above. RUCO also notes that on remand in the Chaparral case, the Commission

reduced the Company's ROE from 9.3% to 7.3% to eliminate the "inflation factor." See

22 Decision No. 70441 at 37. Chaparral unsuccessfully appealed the Commission's remand

23 decision.

24
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9

10

RUCO recommends that the Commission adopt its ROE of 8.70%. RUCO-5 at 2.

RUCO's weighted cost of common equity is 8.90%. Id. RUCO reduced the weighted cost by

20 basis points for the customer service issues described above. RUCO's 8.90% weighted

cost was determined by assigning a 40.00 percent weight to estimates obtained from the DCF

and CE models, and a 20.00 percent weight to estimates obtained from the CAPM. RUCO-5 at

RUCO's 8.90% weighted cost is in the high end of its DCF analysis, is 110 basis points

higher than its top CAPM range and is 60 basis points lower than the bottom end of its

Comparable Earnings range. RUCO-5 at 2. RUCO's ROE recommendation also is clearly

within the range of results of Staff's modeling. RUCO's 8.90% weighted cost is a closer

approximation of the average and midpoints of Staff's modeling than Staff's 9.40% ROE

11

12

13

14

15

16

17

18

19

20

recommendation. See S-1, page 1 of Executive Summary.

Finally, of the threes COC recommendations, while RUCO's may be the lowest, it is the

most in-line with perhaps the most important objective of this rate case - to help address the

rate and other negative impacts to the ratepayer caused by the last rate case. RUCO did not

approach this case seeking the lowest cost solution. RUCO approached this case truly

focused on the rate impact while at the same time being fair to the Company. Yes, this case is

and should be more about the ratepayer and not all about the Company's shareholders and

investors. Why should the Commission in this case adopt an ROE that is beyond the highest

range of three out of the four models used in the COC analysis as Staff recommends? How

does that move rates towards the $.09kWh range Chairman Marquez-Peterson referenced in

21 her correspondence of November 17, 2020?

22

23

24
4 RUCO, Staff and the Company

_11_



1 RUCO's COC recommendation is within the mid-range of Staff and RUCO's modeling.

2

3

4

5

It is fair. It is also unlikely to financially harm the Company in any way or impair its ability to

provide safe and reliable service. Transcript at 4333. The argument that ratepayers will be

harmed financially by reducing the Company's profit is nonsense. The Commission should

adopt RUCO's COC recommendation.

6

7 The Commission should reduce the ROE by 20 basis points in response to APS'
inferior customer service.

8

g

11

12

13

14

15

16

There is no question that the Company's customer service has been wholly inadequate

10 for a long time. The Company suffers from a corporate culture that is clearly out of tune with

regard to what constitutes good customer service. Rather than embrace the obvious and work

on it, this Company would rather spend its time, money and efforts commissioning reports and

other means to support its misguided perception of superior customer service. As Chairman

Marquez-Peterson summed up at Open Meeting in December, "For APS, these miscues seem

to be the status quo and compounded by more bad news the next day." RUCO-6 at 3.

RUCO's analysis found, among other things, the following key factors identified as

17 inadequate, and unacceptable customer service:

18

19 1

20

21 2.

The Company failed to establish adequate measurements to
determine if the CEOP plan they implemented was effective
in educating customers regarding how to select a Rate plan
best suited to the customers' needs.
The Company had inadequate and confusing customer
contacts.5

22

23

24

5 "APS's CEOP should have included more personal customer contact or outreach efforts regarding the new
modernized rate plans and which plan would be of most benefit to the customer."
"APS did not explain the adjuster mechanisms in its CEOP, nor did APS clarify the fact that there would be
annual updates to the adjuster mechanism billing rates occurring outside of the rate case and that such rate

_12-



1 3.
4.

2
5.

3
6.

The Company's Rate Comparison Tool was defective.
The Company summarily rejected customer advocates'
proposals and suggestions.
The nomenclature of the various rate plans was confusing to
customers.
Actual customer bills were not easily understandable.6

4

5 RUCO-6 at 3-4. There are many sources identified in the record which establish the customer

6 service flaws such as the Overland Report, the Alexander Report, etc. RUCO-13, and RUCO-

7 15. The Commission in Decision No. 77280 also sets forth findings detailing the numerous

8 problems - Overland Report. RUCO-13, Decision No. 77270 at 2-8.

9 The customer complaints are numerous and populate the Commission's dockets. Id. at

4-5 .10 The level of customer dissatisfaction is significant and far beyond acceptable. ld.

11 Perhaps this explains why JD Power's rankings for APS have been on the decrease with a

12 2019 ranking in the West Region tied for the last place among the thirteen west region utilities.

13 Id. at 7. In response, the Company in 2017 transitioned from JD Powers to Customer Contact

14 Tracker ("CCT"). APS-23 at 25. APS claims it did not switch to CCT to circumvent declining

15 satisfaction results. Id. at 26. Even given the benefit of the doubt, JD Powers ratings continued

16

17

18

19

20

21

22

23

24

changes may result in an increase in customer bills. These additional bill adjustments may have been
confusing to some customers, especially without notice of the adjuster mechanism changes."
"The information provided by APS in its rate increase notices and personalized letters failed to convey
certain important information, including:
The "average customer" rate increase percentage and bill impact (4.5% increase, $6 per month) disclosed in
customer notices and press releases failed to adequately convey that the impact of the modernized rate
design on individual customers could vary widely. and over time. depending on customer-specific
circumstances and changes in other customer bill components such as adjusters and taxes and fees, and
were not included in the notice reqardinq the average percentage or bill increase. The rate plan transition
letters mailed in the first few months of 2018 failed to adequately convey to customers that the additional
increases in their bills, beyond those that occurred with the 2017 transition rates. The information conveyed
did not include that these additional increase in bills were dependent on customer-specific circumstances,
including the specific rate plans customers were on before and after the transition, and behavioral changes in
energy usage patterns under the new rate plans which could minimize bill increases, such as shifting usage
to accommodate the new on-peak hours and demand charges." (emphasis added)
Overland Report P.5-7 filed June 4, 2019 http://docket.imaoes.azcc.qov/0000198445.pdf
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2

3

4
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6
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8

9

10

11

12

13

14

15

16

17

18

19

20

to go down while the customer complaints continued to rise consistent with the JD Powers

metrics. RUCO-6 at 7, Decision No. 77270 at 2-8. APS's approach, to effectively try and take

the eye off the ball, a major miscue, has only worsened the situation.

Another miscue was APS' response to the Alexander report. The Alexander report was

commissioned by the Staff at the direction of the Commission in June 2019 to develop a

program to properly educate customers. See RUCO-14, Decision No. 77270 at 8. The result

was the Alexander Report which was a very detailed report which critiqued and exposed the

problems with APS CEOP. RUCO-15. The Alexander Report also made many

recommendations and fulfilled its purpose and objective. lt was not flattering for the Company,

but it thoroughly reviewed the CEOP and was independent. APS' response was to

commission its own report at its own initiative to respond and critique the Alexander report.

The result was the Guide house report which was dated November 2, 2020. The Company's

approach here again is to spend the time, effort, and expense to critique the Commission's

directed independent report with its own report which, like the justification for the abrupt

change from JD Powers to CCT, purports that the Company is in a far more favorable position.

As APS witness Whiting testified, among other things the "Guidehouse assessed the CEOP

and compared it to industry norms, and they concluded that the CEOP met and, in some

instances, exceeded industry norms." APS-23 at 19. APS then concludes that the "harsh

rhetoric" surrounding the 2017 CEOP is not supported by the facts. Id. One fact, among the

many which suggest that the "harsh rhetoric" has support in this record is the Consent

21

22

23

24
6 For a detailed description of APS customer bills complexity, see: Customer comment articulating the
challenges in understanding an APS bill written by Steve Neil and filed by Commissioner Olsen on
December 19, 2019 in Docket No 19-00003 at https://docket.images.azcc.gov/E000004007.pdf
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1 Agreement APS just entered into for $25 million with the Arizona Attorney General to settle

2 CEOP issues.

3

4

5

6

7

To not belabor the overwhelming record in this case which supports some sort of

meaningful accountability as Commissioner Dunn called for on this issue, RUCO would simply

refer to the record in this case for additional support. The question of accountability is before

this Commission and RUCO is the only party offering a recommendation. RUCO urges the

Commission not to overlook what has happened and the serious inconvenience and hardship

APS has caused its customers. RUCO submits that the Commission must take action to8

g

10

11

12

13

14

impress upon this Company that substandard service will not be tolerated especially that this

Company's ratepayers are already paying a premium for electric service, as Chairman

Marquez-Peterson so aptly points out in her November 17, 2020 letter.

The Commission's consideration of Cost of Capital is one place where action can be

taken. As Mr. Parcell points out, the ROE is at best an estimate. There are many factors that

can be considered, including Company performance. The Maine Public Utilities Commission

15 recently adjusted a Company's ROE to address failing customer service metrics. RUCO

16

17

recommends the Commission reduce the Company's ROE by 20 basis points which RUCO

estimates is commensurate to the annual harm ratepayers have received. RUCO-6 at 18.

18 The Commission should reject the Company's proposed Community Coal Transition
Proposal ("CCT")

19

20 On November 5, 2020, APS and the Navajo Nation entered a Memorandum of

21 Understanding ("MOU") to address the transition from coal-fired generation. APS-5 at 8, APS-

22

23

24
7 RUCO-6 at 15, See https://mouc-
cms.maine.qov/CQM.Public.WebUI/MatterManaqement/MatterFilinqltem.aspx?FilinqSeq=105431&CaseNum
ber=2018-00194.
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2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

2, Attachment BDL-02RJ. APS' CCT is part of its Clean Energy Commitment. APS-5 at 8.

APS's Clean Energy Commitment was announced in January 2020, and among other things

APS pledged to end coal fired generation by 2031. Id. at 8, RUCO-10.

The MOU, which was signed the day before APS submitted its rebuttal case,

incorporates the understanding between APS and the Navajo nation. APS-2, Attachment BDL-

02RJ. APS is proposing a net total of $128.75 million of support to the Navajo nation. APS-2 at

21. Of that total, $23.75 million will be provided by the shareholders. ld. The CCT will involve

a $100 million cash payment, paid at approximately $10 million per year over the next ten

years, to the Navajo nation. APS-2 at 20. These funds will be collected through APS' proposed

AEM adjustor. Id. Other features of the CCT will include additional electrification projects

within the nation at a funding level of $10 million, with $5 million of that collected through the

AEM and the other $5 million funded by shareholders. It should be noted that the Nation may

be receiving other funding for such efforts, as proposed by the New Mexico Legislature. APS

will also provide $2.5 million per year to the Navajo nation from shareholder funds from the

time the Four Corners Power Plant closes through 2038. APS-5 at 28. APS is also proposing

$3.7 million to be paid over five years with $3.35 million recovered through APS's proposed

AEM and 0.35 million funded by shareholders. APS-2 at 23.

18

19

20

21

22

23

24 "a

APS' CCT proposal raises far more questions than it answers and the disparity between

the proposed ratepayer share and the shareholder's share suggests another aggressive

attempt to burden the ratepayers with higher rates.

The CCT is not a necessary cost of service. Ratepayers will not see improved service

or any change in service as the result of over $100 million in cost. At the very least, ratepayers

should know exactly what they are getting for their money, why they will have to pay higher

rates for the CCT, and an invitation to the discussions which lead to and result in fair and
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1 just transition." "Fair and just" means exactly that - a proposal that is fair and just to everyone

2 involved, not just the two entities, APS, and the Navajo Nation, that are involved in the

3 proposal.

4

5 Chairman Nuvangyaoma testified that contrary to Mr.

6

7

The fact that the Hopi Tribe "rejects its treatment by APS in the proposed Transition

Plan terms" is telling. Hopi-6 at 3.

Guldner's assertions, the Hopi Tribe had not had any "discussions" with APS. Id. President

Nez, the President of the Navajo tribe, testified that at the negotiations with the tribe, APS was

8

9

10

11

there representing both the ratepayers and the shareholders. Transcript at 3486. President

Nez is incorrect there was no representative present at the negotiations on behalf of the non-

Navajo ratepayers. There were no ratepayer advocacy groups there. Id. There were no other

affected communities outside of the tribe. There was no other state, county, city, federal,

12 legislative, or other communities. APS allegedly "represented" them all and came to terms in

13 the middle of the rate case.

14 President Nez, when asked whether this will be the total commitment that APS'

15

16

ratepayers will be asked to make towards transition testified that it is a "great start." Transcript

at 3330. lt is unclear whether APS views this CCT as a start but certainly APS' ratepayers

17

18

need to know the extent of their obligation - a question that remains uncertain.

In the recent TEP case, the Commission concluded:

19

20

21

22

23

24

Further, because it is imperative that a solution be
found to the Citizen Groups' concerns, and because of the
exigency of the situation, we direct Staff to open the generic
docket as soon as possible, but no later than January 17.
2021, and Staff shall begin soliciting comments from
impacted communities. The Governor's Office, state
legislature, regulated and unregulated entities, state and
federal agencies, and public utility commissions in
neighboring states regarding the generic docket, such that
Staff can make recommendations to the Commission by May
29, 2021.
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1 Decision No. 77856 at 172.

2 It is logical that such an important decision, with so much money at stake on what

3 amounts to a policy call - i.e. not necessary for cost of service, be vetted in its entirety. A

4

5

6

vehicle, the generic docket, has been made available by the Commission which will give it the

necessary information to make an informed decision.

RUCO does not object to a discussion on a fair transition - just the opposite - RUCO

7

8

9

10

11

12

welcomes the discussion. RUCO does object to a one-off proposal such as what APS is

making here, that was poorly represented, lacked sufficient stakeholder involvement, is

rejected by the Hopi tribe, and raises far more questions and concerns than it could ever

possibly resolve. The answer should be obvious, take the extra time to go through the generic

docket, then circle back and consider a fair and just proposal in this case. RUCO would not

oppose holding this case open for a Phase 2 proceeding like the Commission's approach in the

13 recent TEP case.

14

The Commission should not decide the SCR deferral issue in this case.15

Another issue that is at the forefront in this case but RUCO does not believe should be16

17 decided under the facts and circumstances concerns the SCR deferral. The relevant facts and

18

19

circumstances are as follows. Arizona Public Service Company ("APS") filed its rate case on

October 31 2019 in accordance with the ACC's Decision No. 77270. RUCO-1 at 10. APS1

20

21

requested to include the costs of the recently completed installation of the Four Corners SCRs

equipment, on Units 4 and 5 at the Four Corners Generating Station. ld. APS is one of the

22

The installation of the SCRs is also included in this rate23

owners and is the operating agent of Four Corners located near Fruit land, New Mexico. ld. See

APS-3, Attachment BDL-02RJ at 1.

24 case. The SCRs were mandated by the Federal Government under the provisions of the
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1 Clean Air Act. RUCO-1 at 10. The cost to APS for its share of the plant to install the SCRs was

2

3

4

approximately $467 millions and its cost recovery is subject to a separate proceeding, E-

01345A-16-0036, which has a pending recommended opinion and order (ROO issued

11/27/18). Id. The ROO ultimately concluded that the project was prudent, and the cost should

be included in APS's base rates. ld. ld. at 11.5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

In this case, APS recommends that the ROO be "preserved", and the SCR project stay

on its own separate path. APS-4 at 5. APS' proposed bill impact in this case includes the

inclusion of the SCR project at Four Corners and the environmental upgrades discussed and in

total the impact to ratepayers if approved will be $184 million or 5.6%. APS-4 at 5.

On January 22, 2020 APS issued a press release announcing its newly adopted Clean

Energy Commitment which is centered around a goal to deliver 100 percent clean, carbon-free

electricity to customers by 2050. RUCO-1 at 11, Exhibit FWR-3, RUCO-10. APS further

announced that it will end all coal-fired generation by 2031, seven years sooner than previously

projected. Id. The only coal fired generation that APS is scheduled to have in 2031 is the Four

Corners Generating Station. RUCO-1 at 12. At this point the costs, savings and overall rate

impact to APS' ratepayers associated with APS' Clean Energy Commitment is conjecture.

Thereafter, then Chairman Robert Burns wrote a letter to this Docket, on August 11,

2020, noting that with the early closure of Four Corners there will be stranded costs from the

plant that will need to be recovered. RUCO-1, Exhibit FWR-5. Commissioner Burns requested

that APS develop and submit a comprehensive analysis of the rate impacts, of the early

retirement, for the Commission's consideration in this rate case. Included in this analysis,

22

23

24
8 The SCR equipment on Unit 5 was completed on December 17, 2017. The SCR equipment on Unit 4 was
completed in April 2018. The cost of plant additions associated with this environmental compliance in 2017
and 2018 was approximately $467 million (APS response to Sierra Club Data Request # 2.4).
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1

2

3

4

5

Commissioner Burn's specifically asked for the utility to examine the issue of "Securitization" to

minimize rate impacts. Id. Securitization is a financing mechanism that allows a utility to

recover costs by issuing bonds, with lower-than-normal financing costs, thereby saving

customers money. Chairman Burns also asked the Company to review scenarios where the

plant was to be retired in 2026 and 2029. Id.

6

7

While there have been some filings that have responded to Chairman Burns issues,

from RUCO's standpoint these filings, like the CCT proposal, raise more questions than

answers.8 For example, Ms. Lockwood discusses Securitization at length in her rebuttal

9

10

11

testimony. APS-2 at 15-19. Ms. Lockwood discussed how Securitization could be

accomplished given the complex array of legal, regulatory, and financing issues involved. APS-

2 at 17. Some interveners suggest legislation might not be necessary, but legislation is

needed to make the securitized bonds marketable and to obtain the low interest rates needed12

13

14

15

16

to reduce costs to the utility's customers. ld. RUCO does not disagree with APS - there are

clearly hurdles which need to be addressed with Securitization which furthers RUCO's point

that there are too many important aspects that need to be understood and reviewed as part of

the Commission's consideration of the SCR deferral.

17

18

19

20

21

22

23

24

APS' decision to end all coal generation by 2031 completely changed the circumstances

of the SCR deferral. From the ratepayer's perspective, APS now intends to retire the plant

seven years after having recently invested approximately $465 million. RUCO-1 at 15 (The

SCR equipment on Unit 5 was completed on December 17, 2017. RUCO-1 at 11. The SCR

equipment of Unit 4 was completed in April 2018. The total cost of the plant additions in 2017

and 2018 was approximately $467 million. ld.). Forty percent of the 5.6% increase in rates

APS is requesting is solely attributed to paying for the SCRs - that now, right after APS spent

$467 million, APS intends to dispose of seven years early. ld. These are not the
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1

2

3

4

5

6

7

8

9

10

11

12

13

circumstances that ratepayers bargained for when the Company originally bought the Four

Corners requests before the Commission for approval - nor are they the circumstances upon

which the Commission originally based its approval.

Prudency is a time specific determination. In other words, it should not be something

that should be second guessed with the benefit of hindsight. However, both prior and

subsequent facts and circumstances should not be dismissed if they are later found to have

been part or should have been part of the prudency determination. Moreover, unilateral

decisions such as the Clean Energy Commitment made after a prudency determination, which

change the financial dynamics of the decision are certainly fair to consider in determining the

costs to be recovered from the ratepayer.

The Clean Energy Commitment that was initially introduced almost three months after

the Company filed its rate case, raises the question of the prudence of the Company's decision

to invest almost $500 million into the plant less than two years before the Clean Energy

Commitment was announced. RUCO-3 at 11.14

15

The Company made the Clean Energy

APS

16

Commitment without consulting the Commission or other affected stakeholders.

recognizes Securitization as a less costly way to address these issues but has not made a firm

17

18

19

commitment to Securitization. APS now is asking that the Four Corners SCRs be included in

rates from which APS will profit handsomely. Id. With the Clean Energy Commitment,

ratepayers will be paying a return of and a return on Four Corners for the seven years beyond

20 its useful life seven years of use which APS, the ratepayers, the Commission, and other

21

22

23

stakeholders originally intended and bargained. In addition, for those seven years beyond

2031, ratepayers will also have to pay for the alternative generation and its associated costs to

replace the Four Corners generation. Sierra Club's testimony in this proceeding indicates that

24
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1 APS would enjoy substantial savings if it were to retire Four Corners Units 4 and 5 as quickly

2 as possible instead of in 2031. Id. at 11.

3 There are many questions which need to be answered before the Commission will have

4 enough information to make an informed decision. RUCO is not casting aspersions at anyone,

5 the facts and circumstances changed, and the result is an issue that is beyond the scope of

6 this proceeding. RUCO urges the Commission to get this right the first time, and not rush to

7 judgment unless and until it has the necessary facts to make an informed decision.

8 APS has made an operating expense income pro forma adjustment of $8.3 million to

g reflect the amortization of the SCR deferral over 10 years. RUCO-1 at 24. RUCO recommends

10 the Commission reverse APS amortization adjustment. ld.

11

12 The Commission should reject the Advanced Energy Mechanism ("AEM")

13 As was the case with the CCT proposal, the Company in its rebuttal case proposed a

14 new adjuster mechanism - the AEM9. APS-5 at 7. The idea behind the AEM is a vehicle to

15 allow the Company to recover the costs associated with the significant clean energy

16 investments the Company will make to meet its clean energy commitments. APS-5 at 5-6.

17 According to Mr. Guldner, the AEM could include Energy Efficiency Expenses ("EE"), lost fixed

18 costs associated with EE and distributed generation ("DG") revenue requirements. Id. at 6. Mr.

19 Guldner further testified that it would be very difficult to meet its clean energy commitment

20

21

22

23

9 RUCO would note that it is sympathetic to the idea that a party responds to direct testimony by sometimes
modifying its direct case. That certainly is a prerogative of a party. However, in this case, APS has made
several proposals that are more than slight modifications - they are completely new proposals. RUCO is
leery of such proposals and suggests the Commission should also be skeptical because they are major
proposals that were neither contemplated nor offered in its Direct case. This puts stakeholders as well as
the Commission at a disadvantage as the proposals, such as this one is being offered for the first time more

- i.e. - less time for stakeholder and Commission analysis,2 4 than half-way through the processing of the case
and less overall review.
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1

2

3

4

5

6

7

without the AEM. Id. But he did not say it would be impossible to recover the cost through

traditional rate making. Id. Mr. Snook testified that the Company could use existing adjusters

DSMAC, REAC, and LFCR - for the recovery of the clean energy plan and base rates for the

CCT. APS-29 at 16. Staff agrees with Mr. Snook's characterization and Staff recommends the

Commission reject the AEM. S-15 at 48. Staff notes that the AEM is conceptual in nature and

lacks the specificity to recommend approval at this point. Id.

What is important to keep in mind is that adjustment mechanisms are the exception to

8 fair value in Arizona. Scates v. Arizona Corporation Commission, 118 Ariz. 531,535. 578 P.2d

g

10

612, 616 (App. 1978). Currently, APS has seven adjuster mechanisms. Transcript at 2530.

The Commission has approved adjusters more as the rule than the exceptions that they truly

11

12

Id.14 expenses."

are supposed to be.

In describing adjustment mechanisms, the Scates Court noted that permissible adjuster

13 mechanisms allow rates to adjust for variations in "certain and narrowly defined operating

The narrow focus of adjustment mechanisms result in what has been

15

16

17

18

19

20

21

22

23

commonly referred to as single-issue ratemaking. As Mr. Higgens' explains, single-issue

ratemaking occurs when utility rates are adjusted, or costs deferred in response to a change in

cost item considered in isolation. AECC-1 at 26. Adjustor mechanisms should only be used in

extenuating circumstances such as where the Commission is dealing with costs that are very

volatile or outside the utility's control and might cause significant financial harm to the utility if

there was not such a mechanism in place. Transcript at 4684.

Naturally, adjustment mechanisms are appealing to utilities because they view

expenses in isolation and provide no incentive to keep the expenses down - the expenses are

not scrutinized like they would be in a rate case. They also result in higher revenues overall

24
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1 since they cost ratepayers more than if recovered through traditional rate making. Transcript at

2 4687.

3 It is with sound reason that Arizona's constitution limits the Commission's latitude to set

4

5

rates apart from a rate case that permits the examination of all costs and revenues. The Court

in Scates acknowledged that such "piecemeal" rate making is "fraught with potential abuse" and

serves6 "...both as an incentive for utilities to seek rate increases when cost in a particular case

7

8

g

10

11

rise, and as a disincentive for achieving countervailing economies in the same or other area of

their operations." Scates v. Arizona Corporation Commission, 118 Ariz. 531, 534. 578 P.2d

612, 615 (App. 1978).

There are numerous reasons why the AEM should be firmly rejected. Perhaps most

importantly is that the costs can be recovered through traditional rate making and there is no

12 need for extraordinary rate making at this time. Both the AEM and CCT were proposed late in

14 appropriateness.

15

16

17

13 the case and no intervenor has really had the ability to thoroughly investigate or analyze their

With the CCT, APS provided no analysis justifying the funding it

recommends, nor how the apportionment of costs between ratepayers and shareholders was

derived. RUCO-3 at 7. The CCT proposal is in essence, a pledge by APS, without any input

from the Commission or ratepayers or other stakeholders other than the Navajo Nation, to give

18 away approximately $125 million of ratepayer money for amorphous "benefits", and which are

19

20

21

22

23

24

wholly unrelated to cost of services to customers. ld. With respect to the Clean Energy

Commitment, APS, via the AEM, seemingly seeks a blank check to do whatever programs and

investments it undertakes, under the banner of clean energy and have ratepayers pay for it

without any meaningful determinations regarding prudency, efficiency, cost-effectiveness, and

the achievement of quantifiable goals. ld.

For the foregoing reasons, RUCO recommends the Commission reject the AEM.
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1 Post Test Year Plant/Property Taxes on PTYP/Depreciation Expense on PTYP

2 RUCO proposes reducing the Company's proposed amount of post-test year plant

3 additions from the requested amount of $773.3 million to $608 million. RUCO-3 at 15. RUCO

4

5

6

7

removed post-test year projects whose total costs were less than $5 million as these projects

were so small compared to the Company's overall construction budget which nears almost $1

billion. Excluding them from the rate base would not impair the utility's financial health. ld.

The Commission in Decision No. 71410, addressed the issue of PTYP in 2009.

8 Decision No. 71410 was a rate case involving various water and wastewater systems of

9 Arizona-American Water Company. The Commission in that case noted:

10

11

12

13

Staff recommends exclusion of proposed plant in the amount of
$2,046,765 in the Agua Fria water district: $610,732 in pro forma
adjustments in the Mohave Water District: and $3,932,080 relating to
the Wishing Well Wastewater Treatment Facility ("WWTP") in the
Mohave Wastewater district, all because the plant was not in service
prior to the end of the test-year. RUCO recommends a downward
adjustment of $2,138,020 to Mohave Wastewater's rate base,
contending that this represents a portion of the WWTP that is not used
and useful.14

15

16

17

18

19

20

21

22

23

24

As Staff explains, Commission rules require the end of the test-year,
which is the one-year historical period used in determining rate base,
operating income and rate of return, to be the most practical date
available prior to the filing. A utility has the freedom to choose a test-
year that includes all major rate base and operating income items
needed to support its rate application, and to include pro forma
adjustments to its chosen test-year. Matching is a fundamental
principle of accounting and ratemaking, and the absence of
matching distorts the meaning of! and reduces the usefulness of,
operating income and rate of return for measuring the fairness
and reasonableness of rates. Staff contends that the matching
principle is the reason that the Commission has allowed inclusion of
post test-year plant in rate base only in special and unusual
situations that warranted the recognition of post test-year plant. Staff
states that it has traditionally recognized Mo scenarios in which
Staff believes recognition of post test-year plant is appropriate: (I)
when the magnitude of the (1) investment relative to the utility'S
total investment is such that not including, the post test-year
plant in the cost of service would jeopardize the utility's financial
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1

2

3

4

health, and (2) when certain conditions exist as follows: (a) the
cost of the post test-year plant is significant and substantial, (b)
the net impact on revenue and expenses for the post test-year
plant is known and insignificant or is revenue neutral, and (c) the
post test-year plant is prudent and necessary for the provision of
services and reflects appropriate, efficient, effective, and timely
decision-making.10 (Emphasis added).

5

6 plant in the Agua Fria and Mohave Water systems.

7

8

Decision No. 71410 at 19-20. The Commission ultimately denied much of the post-test year

The Commission explained that the

Company failed to show any "special or unusual" circumstances to justify the inclusion of the

plant." Decision No. 71410 at 20-23.

9 Somewhere in the last 10 years the matching principle", as Staff explained above was

10 the underlying basis for the Commission's allowance of PTYP, has been cast aside, and has

11 given way to some utilities pushing the bounds of Arizona's regulatory rate making process. In

ltruth, it is no longer a test-year, it is "test-years"12 one 12-month test year for plant, and an

13 additional 12-months for post-test year plant. Again, to quote the Commission's recitation of

14 Staff's position in Decision No. 71410, "the absence of matching distorts the meaning of, and

15 reduces the usefulness of, operating income and rate of return for measuring the fairness and

16 reasonableness of rates." The distorted meaning and the unfairness to ratepayers of the

17 Company and Staff's PTYP recommendation are apparent under the facts and circumstances

18 in this case.

19

21

RUCO has sought on a case-by-case basis some policy clarity on the issue of PTYP.

20 The utilities, however, treat PTYP as a given - it must be all the PTYP for one year beyond the

test year. To APS' credit, APS is the only company that has agreed to rolling forward the TY

22 A/D balance for one year. RUCO agrees, and does acknowledge APS' adjustment, which is

23

24
10 Footnotes excluded - footnotes referenced testimony to support decision.
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1

2

3

4

why RUCO's PTYP adjustment is only to remove small projects. RUCO has agreed to include

$608 million, close to 80% or APS' total PTYP request which is a substantial amount and is fair

to the Company. RUCO-3 at 16. RUCO-1 at 10. There is nothing "special or unusual" about

the projects and the items RUCO excluded are small projects, less than $5 million. By

5

6

comparison, APS's rate base at the end of the test year was $8.5 billion. RUCO-3 at 17.

Thus, $0.130 billion out $8.5 billion represents an increase in rate base of 1.5%. This

7

8

9 RUCO's relatively minor

10

11

relatively small amount of money cannot be considered significant when compared to the

utility's total investment nor has there been any showing by the utility that excluding this

amount from the rate base would jeopardize its financial health.

adjustment to PTYP is fair and reasonable, consistent with the Commission's prior decisions

and should be adopted.

12

13

14

15

16

17

18

RUCO also recommends eliminating the Company's proposed inclusion of $11.1 million

of property taxes associated with post-test year plant additions. ld. at 17. There is a lag

between when utility plant is placed in service and the plant appears on the tax assessor's tax

rolls and the utility must pay property tax on that property. Id. The reason for the lag is that the

plant must be placed into service then reported to the tax assessor who then calculates a tax

rate for an upcoming period (generally the next fiscal or calendar year) and bills the utility at the

assessed rate based on that historic plant balance. ld. In the last APS rate case APS

19 acknowledged that the lag time between when the utility plant is placed in service and the time

20

21 First, the

the utility is obligated to pay property tax is two years. Id.

The Company disagrees with RUCO's adjustment on several grounds.

22 Company argues that at some point in the future the Company will have to pay property taxes

23

24
11 Which as the Company has made clear is very important when it comes to COC updates.
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1

2

3

4

5

on the property and therefore the taxes are a known and measurable amount and should be

included in rates Id. at 18. Second, by including the anticipated expense in rates it allows the

utility recovery for the period between when new rates go into effect and the next rate case. Id.

Finally, if RUCO's proposal is approved, APS's cash working capital allowance, and hence its

rate base, would need to be increased accordingly. ld.

6 The Commission should dismiss APS' arguments for several reasons. First, there is no

7

8

g

10

11 so why include it in

dispute that there is a lag of two years between when utility property is placed in service and

when the utility is obligated to pay property tax expense on it. Second, the cases that the

Company relies on to support their position were all approved settlements and settlements

have no precedential value. Third, the property taxes associated with the post-test year plant

and the associated property tax expense will not be incurred in the PTY -

12 rates? Id.

13

14

15

16

Consistent with RUCO's recommendation to allow only PTYP that was placed in service

that is significant, over $5 million, the Commission should also adjust the pro forma

depreciation expense associated with the excluded PTYP which would result in a reduction of

$ 7.9 million. RUCO-1 at 25.

17 The Commission should approve RUCO's PTYP and associated property tax

18 recommendation - it is fair and will help reduce the impact on ratepayers of the prior and

19 possibly current rate increase.

20

Cash Incentive21

22 RUCO recommends the elimination of $25592 million of the $32789 million of cash

23

24

incentives that APS paid its employees as bonus in the test year. ld. at 13. The bonuses are

largely tied to improving APS's financial performance rather than customer service which,
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1

2

3

given the poor customer service issues would be a better target. Id. The Company believes

that cash incentive is a valid cost available to employees for their participation in meeting goals

that align the success of the business with the interests of APS customers. APS-13 at 18. The

5

6

7

8

g

10

4 Company notes that no party claims that the expense is "excessive" or unreasonable. Id.

The Company misses the point. The issue is not the amount, its reasonableness, or its

excess. The issue is who should pay for an expense which benefits the shareholders at least

as much as the ratepayers. The Company witness, Elizabeth Blankenship testified that the

financial portion of the incentive compensation amounts to approximately 54% for the test year.

Transcript at 1550. Ms. Blankenship also agreed that ratepayers and shareholders share

equally in achieving the financial goals. Id. Ratepayers, however, are already paying for the

11 full cost of employee salaries, health benefits, pension, etc. should they pay for the full

12

13

recovery of bonuses too?

incentive package in line with their peers. Id. at 1551.

14

15

16

When asked, the Company's response is they want to offer an

Nobody is suggesting that APS offer

anything less - again the issue is simply who should pay for it. RUCO's adjustment removes

the portion of the incentive compensation expense that is directly tied to the benefit of

shareholders and allocates it to shareholders. The portion where both shareholders and

17

18

19

ratepayers can benefit should be allocated equally between shareholders and ratepayers and

that is what the RUCO adjustment does. This methodical approach provides an appropriate

balance between the benefits attained by both shareholders and ratepayers and my

20 adjustment should be adopted. The Commission should approve RUCO's recommendation.

21

22 Industry Association Dues

23 APS has removed the portion of expense that relates directly to the legislative and

24 regulatory advocacy of membership in EEl. RUCO-3 at 15. RUCO is recommending that the
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1

3

4

5

6

7

8

9

10

11

13

14

15

remaining portion of the industry dues be recovered proportionally between ratepayers and

2 shareholders, consistent with past Commission decisions on the issue. RUCO-3 at 15.

For example, the Commission has approved a 50/50 sharing between ratepayers and

shareholders on this issue in several proceedings including Decision Nos. 71914 and 70860.

RUCO-1 at 22. In the 2010 UNS Electric rate case, Decision No. 71914, referring to Decision

No. 70360, the Commission noted "we adopted Staff's position and disallowed 49.93 percent of

EEl dues because EEl's core dues related to legislative advocacy, regulatory advocacy,

advertising, marketing, and public relations total 49.93 percent of the total dues." Decision No.

71914 at 25. The Commission recognized and continues to recognize that expenses that

benefit both the ratepayer and the shareholder should not be the full cost burden of the

ratepayer. EEl is not unique in the fact that the expense benefits both ratepayers and

12 shareholders. Other membership dues have similar dual benefits. RUCO-1 at 22.

Because of the duality of benefits, which no party denies, RUCO recommends all

membership dues be shared 50/50 between ratepayers and shareholders and recommends

operation and maintenance expenses be reduced by $1 ,791 ,178. ld. at 22.

16

17 Executive Compensation

18

19

20

21

22

Pinnacle West pays its executives to both perform well, both operationally and

financially. In theory, ratepayers who receive service from a well operated company, providing

affordable, efficient, and reliable electricity service, derived from prudent decision making,

should pay their fair share of compensation. Whether APS has, in fact, met these criteria is a

separate issue for resolution by the Commission, and one that RUCO questions. RUCO-3 at

23 3. This case raises serious questions regarding customer service adequacy, resource

24 planning, and proposed dates for the retirement of existing generation assets.
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1 Regardless, shareholders benefit from executives whose work results in good financial

2 performance compared to their peer companies and shareholders should be willing to pay

3 market-based rates for that service. The question here, like many other issues in this case, is

4 not the amount of the cost but how to allocate the cost between the ratepayer and the

5

6

shareholder. The Company's conclusion that executive pay is a prudent cost and hence

should be the entire burden of the ratepayer dismisses the fact that the shareholder derives as

7

8

g

10

11

much if not more benefit than the ratepayer from the expense. The Commission has made it

clear that where there is benefit by both the shareholder and the ratepayer each should

contribute - anything less is not fair. RUCO recommends the executive pay be shared - RUCO

recommends the recommended 2019 base salaries be reduced by 50% which results in a

reduction in operation and maintenance expense of $12.2 million12. Id. at 3.

12

13 Directors and Officers Insurance Expense

14

15

RUCO believes this expense should also be shared between shareholders and

ratepayers as both benefit from this insurance protection. Shareholders, as a body, receive a

16 benefit, as this insurance pays for litigation costs and liabilities resulting from a claim made

17

18

against the Company. RUCO-1 at 23. lt is helpful for ratepayers to have this type of insurance

to attract and retain qualified Directors and Officers and, therefore, protect them from personal

19 RUCO's recommendation reduces Directors and Officers

20

liability claims during a lawsuit.

Insurance expense by $376,176. Id. Staff made a similar adjustment. Staff-1 at 45.

21

22

23

24

12 During the hearing APS counsel raised questions regarding RUCO's $12.2 million number and whether
that was an accurate representation of the base salary RUCO used. RUCOs information was based on a
response APS made to Chairman Burns letter of October 9, 2020, but Mr. Radigan acknowledged his
number may have been in error. Transcript at 4212 and 4216. The Companys point was well taken - RUCO
went back and looked at the relevant APS schedules and Responses but has found no data to date to revise
its recommendation.
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1 Regulatory Asset Amortization

2

3

4

5

6

7

8

9

RUCO proposes to accelerate the reduction of stranded costs that will occur as the

result of the Company Clean Energy Commitment. RUCO-1 at 25. RUCO recommends a pro-

forma adjustment to depreciation and amortization expense in the amount of $80 million per

year. Id. At the end of the test year, APS had $1,283,538 in regulatory assets which are

included in rates and the ACC jurisdictional amount of these assets are included in rate base

for full cost recovery, at the Company's weighted average cost of capital. RUCO-1 at 25.

Among the list of APS' regulatory assets are the stranded costs of the retired Navajo Plant at

$828 million. RUCO - 1 at 25, Exhibit FWR-21. Also on the list is another $17.8 million liability

10

11

12

13

14

15

16

17

18

19

20

for the Navajo coal mine reclamation, an $81 .1 million balance on the retired units at the Cholla

generating station and another $17.4 million in other stranded costs related to other production

plant assets. These production plant assets totaled $199.1 million.

With the Clean Energy Commitment this stranded asset list will continue to grow and

ratepayers will be left to fund a return of and return on assets that will not be used and not be

useful. RUCO is very concerned about this and believes stranded costs should be eliminated

as soon as is practically possible. Since RUCO has recommended that the Four Corners

SCRs not be reflected in rates, until such time the true rate impact of the Clean Energy

Commitment and Securitization can be examined, this adjustment reduces the requested

revenue requirement. ld. With that adjustment and the decreased revenue requirement, there

is sufficient cash flow to accelerate the elimination of stranded costs.

21

22

23

24

By including this cash flow in the Company's depreciation and amortization expense,

RUCO estimates that the outstanding production of plant regulatory assets would be eliminated

by the end of 2020. ld. at 25-26. After the existing production plant related stranded costs are

eliminated this cash flow could be returned to ratepayers as an adjustor mechanism, refunded
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1 or retained and used to write down other future production related stranded costs (i.e., Chola

2 and Four Corners). Id.

3

4 Depreciation

5

6

7

The calculation of depreciation expense is another area where the Commission can

reduce the impact of higher rates with little or no impact to the company. Depreciation rates

are not an exact science and the Commission should consider its ability and discretion in

8

9

approving rates as another arrow in its quiver to help with the increased rate impacts resulting

from rate cases.

10

11

12

13

14

15

16

17

The proposed depreciation rates in this case are the result of the Company's

Depreciation Study. RUCO recommends the Commission approve the depreciation study and

proposed rates subject to modifications. RUCO-3 at 27. A depreciation study is the process

whereby each account is examined to determine the appropriate survivor curve, average

service life, and net salvage rate to be used in the calculation of depreciation rates, thereby

allowing calculation of depreciation expense, which would allow the utility to properly recover

its invested capital. RUCO-1 at 32. This depreciation expense calculation is then circulated to

a utility's revenue requirement department where it is combined with other utility costs such as

18

19

20

21

operations and maintenance costs, return on investment costs, taxes, etc., to compute a total

revenue requirement. ld. RUCO provided a detailed background and explanation of the finer

points of Depreciation in Mr. Radigan's Direct Testimony. RUCO-1 at 27-43. RUCO would

refer the reader to the testimony for the details. While technical and very detailed, depreciation

22 and the study made, and the calculations used are very important as depreciation rates and

23 related expenses have a substantial impact in setting rates.

24
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1

2

3

4

5

6

7 it is supposed to show the mathematical results which must

8

9

10

11

12

13

14

15

16

17

The first modification is to the Company's average service lives. There are four parts in

the depreciation study used to compute the average service lives. RUCO-1 at 32. Part 4 of the

study is titled analysis, but no analysis is presented. RUCO-1 at 33. The only thing shown in

the study is an example of the mathematical results of a deprecation analysis for one account:

Account 367 - Underground Conductors and Devices'3. Id.

This part of the study is truly problematic because Part 4 is the true essence of

analyzing the depreciation rates -

be analyzed to develop depreciation rates. Usually what is Included in this mathematical

analysis is the historical plant data, the retirement data, the observed life table derived from the

plant history and retirements, net salvage data, the results of mathematical curve fitting and a

presentation of data used to develop the accrual rates. Id. However, in APS' study there is no

discussion of the proposed changes contained in the study or the basis for the changes. The

depreciation study as presented gives no indication of why its results are reasonable and

should be adopted. ld.

As to individual plant accounts, RUCO's modifications and recommendations - based on

mathematical curve fitting and then graphing that analysis against the observed life table to

determine the best fitting Iowa curve 14, are as follows:

18

19 Account 361 - Station Equipment - Company's proposed curve is below the observed

20 life table starting at the year 40. RUCO's proposed R3 Iowa Curve with a 65-year average

21

22

23

24

13 In discovery, the Company did provide over 1,300 pages of the mathematical results for the rest of the
plant accounts, but no written narrative analysis was provided.
14 Ruco-3 at 19
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1 service life fits the observed life data better and is closer to the indicated average service life.

2 Id.at34.

3

4

5

6

Account 362 - Station Equipment - Company proposes an average service life of 45

years with a L0.5 Iowa Curve. Id. at 35. RUCO recommends a 48-year average service life as

the Company's represents too short a service life. Id.

7

SteelAccount 3648 Company proposes 50-year service with an R0.5 curve. Id.

g RUCO recommends a service life of 65 years as relevant data from the longest observation

10 band of 2004-2018 indicate average service life is 68 years. Id. at 36.

11

Overhead Conductor and Devices12 Account 365

13

RUCO recommends a 55-year

averaged with a LO curve as it best fits the various Iowa curves and service lives shown by the

14 data for this account. Id.

15

16 Account 366 - Underground Conduit - The current average service life is 60 y with a L1

17 curve. Id. at 37. RUCO recommends a service life of 70 years as relevant data from the

18 observation band of 1971-2018 indicate that the best fitting curves show an average service

19 life of 70 years which is what RUCO recommends.

20

21 Account 367 Underground Conductors - The current average service life is 40 y with a

22 L1 curve. Id. at 37. RUCO recommends a service life of 44 years as relevant data from the

23

24

observation band of 1971-2018 indicate that the best fitting curves show an average service

life of 44 years which is what RUCO recommends. Id. at 37.
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1 Account 369 Services - The current average service life is 40 y with a L1 curve. Id. at

2

3

4

5

37. RUCO recommends a service life of 65 years with a R0.5 curve as the data shows the

best fitting curves have average service lives of 75-85 years and RUCO's below average 65-

year recommendation is a necessary and positive step to start using the average life closer to

the indicated average service life. Id. at 38-39.

6

7

8

g

10

11

12

13

Account 370.03 AMI - Company believes that a 15-year average service life should be

used but offers no explanation. In RUCO's experience the most common service life being

used by utilities is 20 years and is the expected service life being quoted by AMI vendors. In

addition, Nevada Power which serves the Las Vegas area and has been installing AMI meters

since 2010 uses a 20-year average service life and has had two deprecation studies filed with

the Nevada Commission. RUCO recommends the 20-year service life given that the utility has

not provided any support for its recommended change. Id. at 39.

14

15

16

17

Account 371 - Installations on Customer Premises - Company recommends 40-year

average with LO curve. The mathematical curve fitting for this account shows the best fitting

curves indicate a 46-year average service life which is the basis for RUCO's recommendation.

18 Id.at40.

19

20

21

22

23

Account 373 - Street Lighting and Signal systems - Company recommends 55-year

average with LO curve. The mathematical curve fitting for this account shows the best fitting

curves indicate a 60-year average service life. This curve is a much more reasonable but still

conservative estimate given that the best fitting curves indicate an average service life of over

24 90 years. ld. at 41.
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1

2

3

The second area of concern with the Company's depreciation study concerts the Net

Salvage Analysis. Id. The concern focuses on two accounts. Account 365 - Overhead

Conductors and Devices and Account 367 - Underground Conductors and Devices. Id. at 41-

4 42.

5

6

7

8

The Company proses to increase net salvage from -10% to -20% in Account 365. This

proposal increases depreciation expense by $1.1 million per year. ld. The historic data does

not support the Company's proposal, however, because for the period 1993-2015, the historic

net salvage for this account was -10%. ld. The weighted average has increased to -22% since

g

10

that time - it should be pointed out, however, that was driven by a negative gross salvage value

in 2017 of $2.5 million which is an abnormality as costs are usually not incurred when

11

12

13

14

15

16

17

18

19

salvaging property. Id. The Company offers no explanation in the Company's study on why

this abnormal data entry exists or why it should be considered in the analysis for this account.

Without such an explanation, it is unsupported and should be rejected.

With Account 367, the historic data which shows net salvage data from 1993-2018

shows the weighted average net salvage for this account is -5.5%. ld. The Company's

depreciation study provides no explanation for the proposed change. Given that the historic

data shows the current net salvage rate to be in line with history and the Company has

provided no explanation to support its change, it also should be rejected.

In total, with the above modifications, the pro forma expense proposed by the Company

20 should be reduced by $27.9 million. ld. at 43.

21

22

23

24
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1 Rate Design

2

3

4

RUCO agrees with the Company that the best outcome of this case is to spread the

retail revenue change equally across customer classes, which in this case would result in

0.63% rate decrease for every class. RUCO-2 at 1.

5

6

7

8

9

10

11

12

13

For the rate design relating to the twelve residential rate subclasses, RUCO

recommends 1) adding a second TOU rate class to give customers better optionality, 2)

freezing the R-2 rate class from accepting new customers, 3) modifying the annual

reassignment of rate classes to favor customer choice 4) simplifying the customer bill format,

and 5) renaming the formal service class names to make them more explanatory.

For the rate design within rate classes, RUCO recommends the base rate change for

each residential rate subclass be recovered by 1) retaining the existing customer service

charges, 2) retaining the super off-peak energy charge, 3) and changing the remaining demand

and energy rates proportionally to recover the targeted rate change for the service class. Id. at

14 2.

15 1. Second TOU rate class/Freezing R-2 rate class

16

17

18

The Company's residential customers have peak demands in the early evening, during

the summer months, corresponding with the ambient outside temperature. RUCO-2 at 14. It

stands to reason that the hotter it is outside the larger the demand will be, due to increased air

19

20

21

conditioning demand. This is true regardless of average usage or rate class. ld. Proponents of

demand rates argue that their higher on peak pricing encourages those customers to move

load to off-peak periods. lt is also true that customers that are on demand rates and have a

22 lifestyle which result in low load factors, have higher bills on a demand rate, as compared to an

23 energy only rate. ld.

24
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1

2

3

4

5

6

7

8

9

10

Whatever one's load requirements, customers should be encouraged to shift load to off

peak periods. RUCO recommends that a second TOU rate option be enacted to give

customers further optionality in rate options to manage their electric bills.

RUCO's proposed second rate class would have a $0.50 per day service charge which

equates to $15 per month for a 30-day month and roughly equal to the service charge paid by

the Basic Service Class customers. R-2 at 14. The off-peak rate would be set at 7 cents per

kw, which is 33% to 45% lower than the corresponding energy rate for the remaining non-

demand residential rate offerings. Id. At 14-15. This discount is given to encourage customers

to shift load to off-peak periods. The on-peak energy rate is 25 cents per kwh, which is 8%

higher based on existing TOU rates and 125% higher based on existing fiat rates than the

11 corresponding energy rate, for the remaining non-demand residential rate offerings. Id. These

12

13

14

15

16

25 cents per kwh on-peak rate is set to encourage customers to shift load to off-peak periods.

The 7 cent per kwh off-peak rate is set at a discount to other energy only rates to encourage

customers to shift load to off-peak periods. With a 20% on-peak 80% off-peak energy usage,

the average rate under this service class would be 11.3 cents per kwh which would be a 4%

discount from the lowest residential rate class, R-3. Id. If the customer increases on-peak

17 usage from 20% to 22% they would lose the discount. Id. At 15.

18

20

21

22

23

24

RUCO believes this mixture of carrot and stick will entice only customers that are truly

19 committed to shifting load to the off-peak period to sign up for this rate. Id.

RUCO also believes that freezing the R-2 rate class is warranted as the availability of a

demand rate and its attendant price signals has not resulted in a meaningful shift of load by

customers. ld. With no discernible positive results from the offering of a demand rate and the

confusion and complaints they have caused, RUCO believes it prudent to de-emphasize APS's

three-part rate offerings, with demand charges.
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2.1 Customer Choice in Rate Design

2

3

4

5

6

The customer frustration with the changes to rate design as the result of the last rate

case is well-known. The mandatory nature of those customers who were involuntary migrated

to a different service plan raised numerous issues which were addressed at length in the

Alexander report. See RUCO-15. RUCO agrees with the Alexander Report's conclusion that

mandatory migration without customer education should not be allowed. RUCO-2 at 17.

3.7 Bill Format/Renaming Service Class Names

8

9

10

11

12

13

14

15

Again, given the level of customer frustration and difficulties associated with the new

rate designs these two issues should be a given. The bill format is difficult to understand,

arranged poorly and provides too much detail. RUCO-2 at 18-19. A typical TOU bill for

example, is split into two columns and lists on the left-hand side 24-line items of charges.

RUCO-2 at 19. The information on the right-hand side gives information on energy use by time

and comparisons of this year's usage to last year's if available. While some of the information

on this sheet is valuable it is so full of information it takes on the appearance of white noise. ld.

This format is so busy it loses its value as a tool to convey to the customer of when and how

17

16 they use energy.

Among RUCO's recommendations, it would be better to move most non-essential parts

18

19

20

21

22

23

of the bill to a new page or to the web where customers who are interested in learning more

could take their time to do so. Id. The items on the right-hand side could be enlarged and

expanded to give more meaningful information to the customers. Other options would include

allowing customers to select a bill type, either brief or detailed, based on their individual

preference. Id. If implemented properly, this would likely improve the customers' ability to

understand its rate offerings. ld.

24
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1

2

3

4

5

The rate class names were another source of confusion and complaints. Id. at 20. A

review of the formal class names shows they are biased to directing customers to the demand

rate options to maximize savings. Id. at 20. Unfortunately, customers with low load factors do

not do well financially under demand rates. lt is likely that the poor rate class name choices

combined with unattractive financial consequences of low load customers on demand rates

6

7

8

9

contributed to the number of complaints received. ld.

The current names of rates classes are meaningless at best and dangerous at worst,

given that many of them imply that customers will save money by switching to them. ld. at 21.

RUCO recommends the following class name changes:

10

Table 411

12

13

14

Current Name
XS - Lite Choice
Basic - Premier Choice
Basic -L - Premier Choice Large
TOU - Saver Choice

15 - Saver Choice Plus
- Saver Choice Max
- Saver Choice Tech16

R-2
R-3
R-Tech

Proposed
Small Flat Rate
Medium Flat Rate
Large Flat Rate
TOU
TOU - Off Peak
Demand Rate
Large Demand
Large Demand w-TECH

17 Id.

18 APS offered proposed names in its late-filed exhibit which RUCO believes are like

19 RUCO's proposal and RUCO would not object. APS-86 at 2.

20

21 Rate Design Changes within a rate class

22

23

24

As to rate design within a rate class RUCO recommends adopting the approach

proposed by the Company, which is to minimize changes, to avoid confusion. Id. RUCO

recommends revenue changes for each service class be allocated within the service class
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1

2

3

4

using the following guidelines: 1) retain the existing customer service charge, 2) retain the

super off-peak energy charge for the TOU rate class, 3) allocate the rate change to the

remaining demand and energy rates equally to recover the targeted rate change for the service

class. Id.

5

6 Conclusion

7 For all the above reasons the Commission should approve RUCO's recommendations.

8
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ARIZONA PUBLIC SERVICE COMPANY
COMPUTATION OF INCREASE IN GROSS REVENUE REQUIREMENTS

ACC JURISDICTION
MDJUSTED TEST YEAR ENDED JUNE ao, 2019

(Thousands of Dollars)

Line
No.

Une
No.

Electric
RCND Fair ValueDescription Original Cost

$s s

s $s

8,370,104 (a)

687.215 (b)

8.21%

554.101

6.62% .

(133,114)

1.3288 (C)

(176,882) -

15,136,256 (a)

687,215 (b)

4.54%

554,101

3.66% .

(133,114)

1.3288 (C)

(176,882) 0.

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

1.

2.

3.

4.

5.

6.

7.

8.

9.

10. s

11,753,180

687,215 (b)

5.85%

554,101

4.71% a

(133,114)

1.3288 (C)

(176,882) . .

445

(176,437)

11.11.

Rate Base

Operating Income

Current Rate of Return

Required Operating Income

Required Rate of Recur on OCRB

Operating Income Deficiency on OCRB

Gross Revenue Conversion Factor

Increase in Base Revenue Requirements Based on OCRB

After Tax Return on Fair Value Increment

Requested Increase in Base Revenue Requirements

Required Rate of Return with Fair Value Increment

Bill Impact
% Increase

Projected
Revenue lnaease
Due to Base Rates

Base Rate
% Increase

Adjustor
Transfers 3

($000)

Present
Rates 1, 2

(5000)

Total
Rate

Change

s

Customer Classification

Residential

General Service

Irrigation and Water Pumping

Outdoor Lighting

DusktoDawn

Total

1.87% 12.

1 .87% 13.

1.87% 14.

1.87% 15.

1.87% 16.

1.87% 17.

5.05%

-5.79%

6.14%

3.83%

3.82%

-5.38%

s

s

$

s

s

s

s

s

$

s

s

s

55,268

57,816

1,374

407

177

115,042

1,740,264

1,476,858

32,188

20,814

9.067

3,279,191

$

$

$

$

s

$

s (87,850)

s (85,467)

s (1,977)

(797)

s (347)

(176,437)

(32,582)

(27,651 )

(603)

(390)

(170)

(61 ,395)

12.

13.

14.

15.

16.

17.

18.

Notes:
The Rate of Return for OCRB. RCND and Fair Value does not relied the need for a rel um on the diflieienee between Fair Value Rate Base and Original Cost Rae Base but
is simply a mathematical derivation based upon the original cost rate el rel um.

Does not include the fair value increment reflected on Lille 9.

RecaD Schedules:
N/A

Supporting Schedules:
(a)  B1
(b) C1. page 2 of 2
(c ) C3
(d)  H1

NOTE: There may be variances in displayed values due to rounding.
Schedule A1

Page 1 of 1



ARIZONA PUBLIC SERVICE COMPANY
SUMMARY OF ORIGINAL COST RATE BASE ELEMENTS

TOTAL COMPANY AND ACCJURISDICTION
TEST YEAR ENDED JUNE 30, 2019

(Thousands of Dollars)

Original Cost
ACCTotal Company

Line

No.
Line
No. Description

Adjusted
Test Year Ended

6/30/2019 (a)
(F)

Pro Forma (a)
(B)

Pro Forma (a)
(E)

Unadjusted
Test Year Ended

6/30/2019 (a)
(A)

Adjusted
Test Year Ended

6/30/2019 (a)
(C)

Unadjusted
Test Year Ended

6/30/2019 (a)
(D)

$ $ $
$

1 .

2.
3.

1 .

2.
3.

20,668,805
7,267,041

13,401,764

20,762,589
7,786,740

12,975,849

$ 17,522,166
6,323,177

11,198,989

S 17,605,611
6,831 ,741

10,773,870

83,445
508,564

(425,119)

Gross utility plant in service
Less: Accumulated depreciation & amortization
Net utility plant in service

93,784
519,699

(425,915)

(30,657)(30,832)
(b)

4.
5.
6.
7.

8.
9.
10.
11.
12.
13.
14.

4.

5.
6.
7.

8.
9.
10.
11.
12.
13.
14.

1 ,877,242
197,749
174,411
81 ,423

305,207
744,955

11 .807
197,443

42,313
111 ,553

1,818,385

1 ,908,074
197,749
174,411

81 ,423
305,207
744,955

11 ,807
197,443

42,313
111 ,553

2,008,573

1,872,805
196,585
145,118
81,423

280,177
741,379

10,827
196,800

35,241
99,615

1,812,111

1 ,903,462
196,585
145,118

81 ,423
280,177
741 ,379

10,827
196,800

35,241
99,615

1,988,207

Deductions:
Deferred income taxes
Deferred investment tax credits
Customer advances (b)
Customer deposits
Liabilities for pension benefits
Liability for asset retirements (b)
Other deferred credits
Coal mine reclamation (b)
Unrecognized tax benefits (b)
Operating lease liabilities (b)
Regulatory liabilities

15. 15.Total deductions 5,783,508 5,678,8335,562,488 5,472,080

(190,188)

(221,020)

(176,096)

(206,753)

97,117 95,91516.
17.
18.
19.
20.
21.
22.

16.
17.
18.
19.
20.
21.
22.

1 ,380,655
38,202

950,448
241 ,558

52,611
174,320
373,669

1 ,283,538
38,202

950,448
241 ,558

52,611
174,320
384,155

1,293,030
32,909

945,886
240,398

48,297
155,663
352,129

1 ,197,115
32,909

945,886
240,398

48,297
155,663
361,755

Additions:
Regulatory assets
Other deferred debits
Nuclear Decommissioning trust (b)
Other special use funds (b)
Assets for other postretirement benefits (b)
Operating lease rightof-use assets (b)
Allowance for working capital (c)

23.23. Total additions 3,124,832 3,211,463

(9,626)

86,2892,982,024

(10,486)

86,631 3,068,313

24.24. Total rate base $s $ $ 8,502,18110,743,088 10,624,824 $ (132,077)(1 t8,264) s 8,370,104 (d)

Reca Sche
(d) A1

ule B1
Page 1 of 2

Supoortinu Schedules:
noT(la9 W18e may be variances in displayed values due to rounding.

(b) E1
(C) B5



ARIZONA PUBLIC SERVICE COMPANY
SUMMARY OF ORIGINAL COST RATE BASE ELEMENTS

TOTAL COMPANY ANDACCJURISDICTION
TEST YEAR ENDED JUNE 30, 2019

(Thousands of Dollars)

RCND
ACCTotal Company

LineLine

No.Desai sonNo.

Unadjusted
Test Year Ended
6/30/2019 (a) (d)

(A)
Pro Forma (a)

(E)

Adjusted
Test Year Ended

6/30/209 (a)
(F)

Unadjusted
Test Year Ended
6/30/2019 (a) (d)

(D)

Adjusted
Test Year Ended

6/30/209 (a)
(C)

Pro Forma (a)
(B)

$ $$ $s
$

$
$

1 .
2
3.

1 ,
2.
3.

39,725,832
15,188,691
24,537,141

39,632,048
14,668,992
24,963,056

33,598,427
12,763,742
20,834,685

33,681,872
13,272,306
20,409,566

93,784
519,699

(425,915) 83,445
508,564
(425,119)

Gross utility plant in service
Less: Accumulated depreciation & amortization
Net utility plant in service

(30,832) (30,657)
(b)

4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.

4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.

3,608,594
197,749
174,411

81 ,423
305,207
744,955
11,807

197,443
42,313

111,553
3,084,207

3,599,871
196,585
145,118
B1 ,423

280,177
741,379
10,827

196,800
35,241
99,615

3,052,935

3,577,762
197,749
174,411
81,423

305,207
744,955

11 ,807
197,443

42,313
111 ,553

2,894,019

3,569,214
196,585
145,118
81,423

280,177
741,379
10,827

196,800
35,241
99,615

2,876,839

Deductions:
Deferred income taxes
Deferred investment tax credits
Customer advances (b)
Customer deposits
Liabilities for pension benefits
Liability for asset retirements (b)
Other deferred credits
Coal mine reclamation (b)
Unrecognized tax benefits (b)
Operating lease liabilities (b)
Regulatory liabilities

Total deductions 15.15. 8,233,2178,338,6428,559,662 8,439,970

(190,188)(221,020) (176,096)

(206,753)

97,117 95,915 16.
17.
18.
19.
20.
21.
22.

16.
17.
18.
19.
20.
21.
22.

1,293,030
32,909

945,886
240,398

48,297
155,663
352,129

1,197,115
32,909

945,886
240,398

48,297
155,663
361 ,755

1 ,380,655
38,202

950,448
241,558

52,611
174,320
373,669

1283,538
38,202

950,448
241 ,558

52,611
174,320
384,155

Additions:
Regulatory assets
Other deferred debits
Nuclear Decommissioning trust (b)
Other special use funds (b)
Assets for other postretiremen! benefits (b)
Operating lease rightofuse assets (b)
Allowance for working capital (c)

23.Total additions23.

(10,486)

86,6313,124,832 3,068,3133,211,463 2,982,024

(9,626)

86,289

Total rate base24. 24.s 19,528,226 $s 15,376,73919,409,962 (d) $ (132,077) (d) s 15,244,662 (d) (e)(118,264) (d) s

Recap Schedules:
(e) A1 Schedule B1

Page 2 of 2

Supporting Schedules:
(a) B3

N 9Eg1;1ere may be variances in displayed values due to rounding.C .
ld) B4a



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30. 2019
(Thousands of Dollars)

(2) (3) (4)

Nuclear Generation
PostTest Year Plant Additions

Distribution and IT/Facilities
PostTest Year Plant Additions

(1)
UPDATED FOR REBUTTAL

Actual at End of
Test Year 6/30/2019

Fossil Generation
PostTest Year Plant Additions

Line
No. Description Total Co.

(G)
ACC
(F)

pa)
ACC
(B)

ACC
(D)

Total Co.

(E)
ACC
(H)

Total Co.
(C)

(a)
Total Co.

(A)

1. 158.904 s$ 20,688,805 s s17.522.154 43.814 s44.025 348,268158,142ss 360.286$Gross Utillly Plant in service

2. 201.688 200.720 276.83511.2aa 287.0267,267,041 17.2006,323,177Less: Accumulated Depreciation & Amen.

26.742 71 .43213.4011743 26,614 73.28011,198,977 (42,578)(42,784)Net Utility Plant in Service

Less: Total Deductions4. 9.6375.659.0965.783.508 9.591 4.1804.315(623) (620)

5. Total Additions 3.124.832 2,962,286

6. Total Rate Base 172.44927.3658.502.16710.743.088 68.945ss 37,625s $$ s s(32162)s 52.421

PRO FORMA WITNESS: LOCKWOOD
1. Jurisdictional
2. Assigned to Production Demand
(DEMPROD1 )

LOCKWOOD
1. Jurisdictional
2. Assigned to Production Demand
(DEMPROD1)

LOCKWOOD
1. Jurisdictional
2. Distribution functionalized on Distribution
and IT/Facilities functionalized on Wages &
Salaries

PRO FORMA FUNCTICNALIZATION
or ALLOCATION FACTOR

[WlTNESS: SNOOK]

(1) Test Year Total Deductions and Total Additions are shown on Schedule B1. page 1. (4) Adjustment to Test Year rate base to include post
in service date prior to 6/30/2020.

(2) Adjustment to Test Year rate base to include postTest Year Plant Additions tor Fossil Generation with an estimated
in service date prior to 6/30/2020. (5) Adjustment to Test Year rate base to include post

in service date prior to 6/30/2020.
(3) Adjustment to Test Year rate base to include postTest Year Plant Additions for Nuclear Generation with an estimated

in service date prior to 6/30/2020. (6) Adiustment to Test Year rate base to include post
In service date prior to 15/30/2020.

B§9é£2.§.QIJ9$lLal9§£
(bl  B1

§.U999LIiN$1.%§§$1i!!§§
(3) B1

NOTE: There may be variances in displyed values due to rounding.
Schedule B2

Page 1 of 5



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30. 2019
(Thousands of Dollars)

(6)(5) (Go)

Four Comers SCRs Eliminate Capitalized Amount of Cash IncentiveRenewables
PostTest Year plant Additions

Technology Innovation
PostTest Year Plant Additions

Line
No. Total CD. ACC ACCTotal Co.Description Total Co.

(l)
ACC
(J)

Total Co.
(K)

ACC
(L)

1. 14.187 $s14.187 s $$$ (8.031)(B.051)

2.

17.048

as.o94

$

s

17.048

33,094

s

s

(476216)

(13,925)

Gross utility Plant In Service

Less: Accumulated Depreciation & Amo

(478.B02)

(14,001 )

3 (8,031)(8,031 )

4.

14,187

433

Net Utility Plant in Sewing

Less: Total Dwwttons

14,187

433

(16,046)

2.183 $

(18,046)

2.183

(462,290)

(63,548)

(464. 801 )

(63, 893)

635Total Addilions5.

6. 13.754Total Rate Base s$ $24,669 $ $(a98:7431 (8,031)(17.594) s 8,031$ 400,908

635

S 11.215

LOCKWOODPRO FORMA WITNESS: LOCKWOOD
1. ACC Specific
2, Renewables lunciionaized on Demand
Production (Retail DEMPROD1)

1. ACC Specific
PRQ FORMA FUNCTIONALIZATION 2. Functionalized 0 r\ Distribution

or ALLOCATION FACTOR:
(WITNESS: SNOOK]

Test Year plant Additions for Distribution and IT/Facilities with an estimated (7)

Test Year Plant Additions for Technology Innovation with an estimated (8)

Test Year Plant Additions tor Renewables with an estimated (9)

E§9§D.82h§$1lL!§§1
lb) B1

§.unn9ni_na&c.tJeQule§
(8) B1

NOTE: There may be variances in displyed values due to rounding.
Schedule B2

Page 2 of 5



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30. 2019
(Thousands of Dollars)

(9)
UPDATED FOR REBUTTAL
Include Property Tax Deferral

m
Cloud Computing

(10)
UPDATED FOR REBUTTAL
Adjust Cash Working Capital

for Cost of Service

(s)
UPDATED FOR REBUTTAL
Include West Phoenix Unit 4

Regulatory Disallowance

Descriolion
Line
No. Total Co.

(S)
ACC
(T)

ACC
(R)

ACC
(NJ

Total Co.
(M)

Total Co.
(Q)

Total Co.
(O)

ACC
(P)

1. ss s ss$ $s
$

2.

Gross Utillty Plant In Servlce

Less: Accumulated Depreciation a Amo

(13,833)

(6,432)

(13,767)

(6,401 )

3

4.

Net Utility Plant in Service

Less: Total Deductions

(7,401)

(1,514)

(7,365)

(1,507)

5. Total Additions

6, Total Rate Base

11,731

11.731s $$

12,779

12,779$ (5.859)

(7,902)

(7,902)$ 5,8B7

(8.608)

S 8,608

(2551 )

(10,30B)

$ 7.757

(2.551 )

(\0.30B)

s .7s

PRO FORMA WITNESS: BLANKENSHIP BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages s. Salaries

BLANKENSHIP
1. Jurisdictional
2. Assigned lo Production Demand
(DEMPROD1)

1. Jurisdictional
p ro  Fonm A FUNCTIONALIZATION 2. Functionalized on Wages a Salaries

or ALLOCATION FACTOR:
IWITNESS: SNOOK]

BlANKENSHIP
1. ACC Specific
2. Dislribuiion Properly Tax lunclionalized
on Distribution and Generation Property Tax
functionalized on Demand Production
lFletaiI DEMPRODH

(10) Adjustment to Cash Working Capital Io rellecl ImpAdjustment lo Test Year rate base to rellecl the impacts of Cloud Compulirrg in alignment with NARUCs
Cloud Computing Resolution.

(11) Adiustmenl to Test Year rate base to include the s
per Decision No. 76295.Adjustment Io Test Year rate base lo include the regulatory disallowance for West Phoenix cc Unit #4 as required by

Decision Nos. 67744 and 69663.
(12) Adjustment to Test Year rate base to include the E

from 711/19 to 12/31/20 per Decision no. 76295.Adjustment to Test Year rate base Io include the deferred property tax amounts from 7/1/19 to 12/31/20 per Decision No. 76295.

sunmzninnssnegues
(a) B1

eesaaieimiee
(b) B1

NOTE: There may be variances in displyed values due Io rounding.
Schedule B2

Page 3 of 5



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30. 2019
(Thousands of Dollars)

[11)
UPDATED FOR REBUTFAL

Include Ocotillo Deferral

(13)
UPDATED FOR REBUTTAL

Excess Deterred Tax

(12)
UPDATED FOR REBUTTAL

Include Four Corners SCR Deferral

12(a)
UPDATED FOR REBUTTAL

Reverse Four Corners SCR Deferral

L ine
No. Total Co. ACCDescription Total Co.

(W)
Total Co.

(U)
ACC
(X)

ACC
(Z)

Total Co.
( yl

ACC
(V)

1. ss ss ss

2.

Gross Utility Plant In Service

Less; Accumulated Depreciation & AmuI

3

4.

Net Utility Plant in Service

Less: Total Deductions 21.180 10.77921,180 10,779 (176.096)(190,188)

5. 43.550

6.

Total Additions

Total Rate Base

B5,577

54.397 s190.188

85,577

e4.as7 32.771

43,550

32.771$ s$ $ss 176.096

(10.779)

(43,550)

(32.771 )

[10.779)

(43,550)

$ 32.771

BLANKENSHIP
1. ACC Spefzitic
2. Assigned to production Demand (Retell
DEMPROD1)

BLANKENSHIP
1 . Jurisdictional
2. Assigned to Production Demand
(DEMPROD1)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional

photo F°RMA FUNCTIONALIZATION 2. Assigned to Production Demand

or ALLOCATION FAcTor (OEMPRO011
IWITNESS: SNOOK]

(13) Adjustment to rate base lo reflect amortization of e
Test Year and the date proposed rates go into elle
Assumes TEAM III amorllzation begins 1/112020 at

acts of cos\ of service pro lonmas on the leadAag study.

slimated Ocotillo Modemizalion Project deferral amount from 7/1/19 to 12/31/20

slimated Four Corners Selective Catalytic Reduction (SCH) deferral amount

§UEMLl!L1$1§§E§!.1!.l!§§
ca) B1

.89!3D.§9.l!§$1LJl§S;
lb) B1

NOTE: There may be variances in displyed values due Io rounding.
Schedule B2

Page 4 of 5



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30. 2019
(Thousands of Dollars)

(17)(15)
NEW FOR REBUTTAL

Remove McMicken

(14)
NEW FOR REBUTTAL

TEAM Balancing Accounts Adjusted at End of
Test Year 6/30/2019

Line

No. Descnplion
lb)

Total Co.
(CC)

Total Co.
(cc )

(16)
UPDATED FOR REBUTTAL
Total Original Cost Rate Base

Pro Forma Adjustments
(b)

ACC
(FF)

lb)
ACC
m m

Total Co,
(AA)

(b)
Total Co.

(EE)
ACC
(Do

ACC
(BB)

1. $ 93.784 83,445 ss

2. 508.564

17,605,599

6.831 .741519.6991 ,041

s

s

s

$

20.762.5B9

7.786.7401 ,041

Gross Utlllty Plant in Service

Less: Accumulated Depreciation & Amo:

3 (1,041) (1,041)Net Utility Plant in Service

Less: Total Deductions4.

12,975,849

5.562.488

5. 5.556

1425.11 so

(206,753)

86.289

(425,915)

[221 .020)

86,531

6.

e,55s

e.ss6

10.773.B58

5.659,09S

3.048,575

8.163.337

3.211 .463

10.S24,824

Total Additions

Total Rate Base 6.556 ss $s s(1,041)

$

s

s

$ 132.077

s

s

s
s 118.264s 1.041

PRO FORMA WITNESS:

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESSI SNOOKI

:cess deterred taxes associated with TEAM phase III between the
ct.
\d rates go into effect m/2021 .

§.UI2D9M$1.S§h§4l8§§
(a) B1

B9!3D.§9II§$1H!§§i
Tb) B1

NOTE: There may be variances in displyed values due to rounding.
Schedule B2

Page 5 of 5



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT

TOTAL COMPANY
TEST YEAR ENDED JUNE 30, 2019

(Thousands of Dollars)

Total Company

Line
MDescription

Line
M

Test Year
Results After

Proforma
Adjustments (c)

(C)

Proforma
Adustmen!s (b)

(B)

Actual
For The

Test Year Ended
6/30/2019 (a)

(A)

$$ $ 1.
2.
3.
4.

1.
2.
3.
4,

Operating Revenues:
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total

3,284,386
128,995
216,871

3,630,252

3,291,248
15.000

210,831
3,517,079

6,862
(1113.995)

(6,040)
(113,173)

5.
6.
7.
a.

9.
10.

5.
6.
7.
8.
9.
10.

Operating expenses:
Fuel and purchased power
Operations and maintenance
Depreciation and amortization
Income taxes
Taxes other than income taxes
Total

988,887
687,816
704,802
135.248
213,179

2,729,932

1 ,094,682
909,326
584,838
123,315
215,143

2,927,304

(105,795)
(221,510)
119,964
11,933
(1,964)

(197,372)

11. 11.702,948 84,199 787,147Operating income

Other Income (deductions):
Income taxes
Allowance for equity funds usedduring construction
Other income
Other expense

Total

12.
13.
14.

15.
16.

12.
13.
14.

15.
16.

6,467
43,927
34,998

(22,582)

62,810 6,467
43,927
34,998

(22,582)
62,810

17. Income before interest deductions 17.849,957765,758 84,199

18.

19.
20.

Interest deductions (income):
Interest charges
Allowance for borrowed funds used during construction
Total

18.

19.
20.

227,758
(23,293)
204,465

227,758
(23,293)
204,465

21.21. Net income $ $ 645,492561,293 $ 84,199

Su ortin S Ie : Recap Schedules:
(c) A2(a) E2

(b) C2

Schedule C1
Page 1 of 2

NOTE: There may be variances in displayed values due to rounding.



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT

ACC JURISDICTION
TEST YEAR ENDED JUNE 30, 2019

(Thousands of Dollars)

ACC Jurisdiction

Description
Line
M

Line
LVA

Proforma
Adjustments (a)

(B)

Test Year
Results After

Proforma
Adjustments

(C)

Actual
For The

Test Year Ended
8/30/2019

(A)

s$ s 1.
2.
3.
4,

1.
2.
3.
4,

Operating Revenues:
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues
Total

3,280,441
15,000

142,230
3,437,672

3,273,579
128,979
148,270

3,550,829

6,862
(1139979)

(6,040)
(113,157)

Operating expenses:
Fuel and purchased power
Operations and maintenance
Depreciation and amortization
Income taxes
Taxes other than income taxes
Total

5.
e.
7.
8.
9.
10.

5.
6.
7.
8.
9.
10.

1,083,273
1,052,961

511.942
113.517
177.260

2,938,954

977,746
838,027
630,724
129,123
174,836

2,750,457

(105,527)
(214,934)
118,782

15,606
(2,424)

(188,497)

11. 75,340611,875 687,215 (b) 11.Operating income

12.
13.
14.
15.
16.

12.
13.
14.
15.
16.

Other income (deductions):
Income taxes
Allowance for equity funds used during construction
Other income
Other expense

Total

17. 17.Income before interest deductions 687,215611,875 75,340

Interest deductions (income):
Interest charges
Allowance for borrowed funds used during construction
Total

18.
19.
20.

18.
19.
20.

21. Net Income 21.$ s$ 611,875 75,340 687,215

Supporlinq Schedules:
(a) C2

Recap Schedules:
(b) A-1

Schedule C1
Page 2 of 2

NOTE: There may be variances in displayed values due to rounding.



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(3)(2)(1)

Nuclear Generation PostTest Year Plant
,  .

Fuss: Gensiation PastTest Year Piallt
Andirons

Distribution and lllFacili6es PostTest Year
Plant Additions

Llne
No. Description ACC

(D)
Total Co.

(E)
Total Co.

(C)
ACC
(B)

Tool CQ.
(A)

Acc
(F)

s ss s s s1.
2.
3.
4,

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr cess

7.
8.
9.

Other Opesaling Expenses:
Operations Excluding Fuea Expense
Maintenance

submsan

421423 19,2997,842 20,4771,aao10.
11.
12.
13.
14. 4217,842 1.1999,546 19,29935,636

Depreciation and Amolfizai ion
Amos titration of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 4219.546 .842 1.199 35.636 (19299)Operating Income Belie Income Tax

Interest Expense
Taxable Income

16.
17.

3,237
(22,536)

(410)
(9,136)

3,411
(39,047)

(408)
0.434)

684
(1 883)

E81
(1,101)

Current Income Tax Rate18. 24.75%

19. s s s ss s

(466)

(733)

(5,578)

(13,721)

(9,664)

(25,972)

(1.840)

(6,002)

(2261 )

(7,285)

(273)

(148)Operating Income (Dine 15 minus line 18)

PRO FORMA WITNESS: LOCKWOOD
1. Jo¢s¢iaaunal
2. Assigned Io pwauaion . Deanna
(DENPROD1 )

LOCKWOOD
1. Jurisdictional
2. Assigned w pm4uaion . Dsmalld
(DEMPROD1 )

LOCKWOOD
1. Jurisdictional
2. Distnbution facilities functionafzed on
Dlsuibution and ITlFadli\ies Yunctlonalized on
Wages & Salaries

PRO FORMA FUNCTiONALiZATiON
or ALLOCATION FACTOR:

[lNlTNESS: SNOOK]

(1) Adjrstrnent to Test Year operations to iidude Interest expense. property taxes and reduced income tax expense associated
with Fossil Generation PostTeslyear Plant Pm forma adjusted as shown on Sdtedue B2. page 1, column 2.

(2) Adjustment to Test Year operations to include interest eorpense. property taxes and reduced income tax expense associated
with Nuder Generation PostTest Year Plant Additions. Pro forma adjusted as shown on Schedule B2. page 1. column 3.

(3) Adjustment up Test Year operations to itdude interest expense, property taxes and reduced income tax expense associated
with oisuinuriun and rrrFaaries PostTest Year Plant Additions. Pro forma adjusted as shown on Sdtedule B~2. page 2. column 4.

Sunportino Schedules:
NIA

Recap Sdxedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 1 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(6)(5)(4)

Renewables peaTest year Plant Additions
UPDATED FOR REBUTTAL

Base Fuel and Purchased Power
Tsdmology lnnovahon PastTest Year Plant

Aadiuofs

Line
No. Description ACC

(H)

ACC
(J)

Tm~Cb.
(G)

WMNCQ
w

Total Co.
(K)

ACC
(L)

s s s ss s1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Oneraung Revenues

s .
e.

(11504
17509

(11509
1 z509

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel s Purdy Pwr costs

7.
8
9.

Other Operating Exposes:
Operations Excluding Fuel Expense
Maintenance

Subtotal

648 6481,4191,41910.
11.
12.
13.
14. 6481 ,419 1 ,0233925

Deplwecialion and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

64815. 3.025 1 ,419 1 .023 17.509 17.509Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income 17.50917.509

473
(139m

473
(3,498)

U62)
maw

(162)
(880)

Current Income Tax Rate18. 24.75% 4,333

s19. s sss

4333

1317613176 s

(865)

8158

(120)

(528)

mum

<81 w

(488)

(951 )Operating Income (Ene 15 minus line 18)

PRO FORMA WITNESS: LOCKWOOD
1. ACC Specific
2. Functionaize as LOCKWOOD

1. ACC Specific
2. Renewables functionaized on Demand
pmxuason [Retai DEMPROD1]

SNOOK
1, ACC Specific
2, Assigned to production Energy (Renan
O"ly ENERGY2)

PRO FORMA FUNCTiONALiZATiON
or ALLOCATION FACTOR:

IWITNESS: SNOOK]

(4) Adjustment w Test year operations to iiidude ittefest expense. properly taxes and reduced Income max expense associated
with Tedunology Innovation paseresa Year Plant Pro forma adjusted as shown on Sdtedule B2, page 2. column 5.

(5) Adjustment to Test Year operations to iidude depreciation. interest expense. properly taxes and reduced income tax expense associated
with Renewables PostTest Year Plant Pm forma adjusted as shown on Schedule B2. page 2. column s.

(5) Adjustment to Tess Year oneraticnsto ildude 2018 base fuel and purchased power ¢a<wh costs at adjusted Test Year
consumption.

Su . Schedules:
NIA

Recon Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 2 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(9)(8)(7)

Test Year Retai Dele fed Fuel Expense and
NonCas h MarktoMarket Actuals

Test Year PSA Revenue and Deiened Fuel
Amortization Test Year Defered Chemical Expense

Line
No. Toray CQ.

( 0 )

ACC

(P)
A c c
(N)

Total Co.

(O)

To(al Co.

(M)
ACC
(R)

s s ss ss1.
2.
3.
4.

Description

Electric Operating Revenues
Revenues from Base Rakes
Revenues from Surcharges
other Electric Revenues

Total Electric Opeiatirvg Revenues

(89,285)

(89,285)

(89040)

(89040)

s .
6.

(90,598)
1,313

(90,349)
1.309

Electric Fuel and Purdrased Power Costs
Over Rev Less Fuel & Pure= Pwr cues

40,435
(40,435)

40,435
(40,435)

1,313 1,309
Other Operating Expenses:

Opewtions Excluding Fuel Expense
Maintenance

Subtotal

7 .
a .
9.

3,194
3.1941,3091,313

3.194
3,194

10.
11,
12.

13.
14. 1,313 1.309 3,1943,194

Depreciation and Amonizauon
Amortization of Gain
Administrative and General
Other Taxes

Total Other Opelz\ing Expense

15. 40.435 3.1943.194(40.435)Operating Income Before Income Tax

16
17.

Intalesl Expense
Taxable Income

Current Income Tax Rate18, 24,7594

19. s ss S ss

(40,435)

(10.008)

(30,427)

(40,435)

(10,008)

(30,427)

(3.194)

(791 )

(2,403)

(3,194)

(791)

(2,403)Operating Income (Ene 15 minus ine 18)

SNOOKPRO FORUA WITNESS: SNOOK
1,
2, Revenues and Ezqaefwes ale class
s neciia

1. ACC Specific
2. Assigned to Pwdudion Energy (RetaH only
ENERGY2_XAG1 )

SNOOK
1. ACC Specific
2. Ass igned to Pwduoion Energy (Relai
omy ENERGY2_XAG1 )

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTGR:

[WITNESSz SNOOK]

(7) Adils1menHoTestyearletaiopeuatingrevenuesandfuelandpwdmasedpowerexpenseloremoveretail
PSArevenueandamonizationofdefenedfueilebledlopaiorperiods .

(8) Aujusunenr to Test Year retai fuel and purchased power costs to remove relai PSA defered fuel and mark1onlarket
accruals.

(9) Adjustment to Test Year operation and maintenance costs an remove Mai PSA deiened chemical expenses.

Suunortino Schedules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page a of 20



(11) (12)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(10)

Nomaize Weather Conditions Annuaize Customer Levels Schedule 1 Fees

Line
No. Description ACC

m
Total Co.

(U)
Total Co.

(5 )
Total Co.

(W)
A c c
(V)

Ac c
(X)

ss sss s12,911 12,911(6,049) (6,049)1.
2.
3.
4. 12,911 12.911(6,049)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Eleetnc Operating Revenues (6.019)
(6,040)
(6,040)

(6,040)
(6.040)

5.
e.

3,854
9.057

3,854
9.057

Eledlic Fuel and Purchased Power Costs
Open Rev Less Fuel a Purd\ Pwr casts

(1,812)
(4237) (6,040)(6,040)

(1,812)
(4237)

7.
a.
9.

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

10.
11.
12.

13.
14.

Depreciation and Amolszarian
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 9.0514237 9.051 6.0406.040(4237)Operating Income Before Income Tax

16.

17.
Interest Expense

Taxable lneolne 9.057 9.057

1a. Cunenl Income Tax Rate 24.75% 2.2422,242

19. 6,815 $s s ss 6,815 5

(4,237)

(1 .049)

(3,188)

(6,040)

(1 .495)

(4,545)

(4,237)

(1.o49)

(3,188)

(6,040)

(1 ,495)

(4,545)Operating Income (line 15 minus file 18)

HOBBICKSNOOKPRO FORMA WITNESS: SNOOK
1. ACC Spedic
2. Revenues and Expenses are aw
specific.

1. Acc Spediic
2. Func¢ionaRzed on Customer Accounts
(CU$TNUM_A)

1,Accs pe¢ni¢
2.RevenuesandE:<pelwesaledass
specillc.

PRO FORMA FuncTlonAuzATlon
or MLLOCATION FACTOR:

[WITNESS: SNOOK]

(10) AqustlnenttoTestyearopelathgreveweswMlednocmalweatilefeonditionsfortuelonyealsended6l30/2019.

(11) AcliushnaulloTestYeafopelati1gsevwuesinleledlheannnaizationda»s1nmefleve£sat6l30l2019.

(12) Adiustmentlo TeslYeaope¢allons loaccounttoraddi1ionaladi\lshnenls  related waseonneapolny.
AddidonaladjustnautssoRevenuesreIledi1gpdidesdwangestunmliplefeesenlemed.

Suouortino Schedules:
N/A

Recon Sdxedulesr
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 4 of 20



(14) (15)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(13)

uneoleaiueeaanenc
UPDATED FORREBUTTAL

cfisas Bil Customer Afroraabiliny

Line
No. Description ACC

(AA)
ACC
(AD)

Total Co.

(AA)
ACC
(Z)

Taaaa Co.
(Y)

Total Co.

(AC)

ssss s s1.
2.
3.
4 .

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

s .
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Punch Pwr Costs

1,2501,2506,4276,427
Other Operating Expenses:

Operations Exduding Fuel Expense
Maintenance

Summary

7.
8 .
9. 1 .2506.427 6,427 1250

(17,782)

(17,782)

(17,7B2)

(17,782)

10.
11.
12.
13.
14. 1.2506.427 6,427 1 ,250

Depreciation and Amoftizalion
Amortization of Gain
Administrative and General
Other Taxes

Total Other Opelating Expense

15. 6.427 1250 1.250

(17.782)

17.782

(17,782)

17,782Operating Income Befnue Income Tax (6,427)

16.
17.

Interest Expense
Taxable Income 17.7B2 17,752

Current Income Tax Rate18. 24.75% 4,4014,401

13.38119. ss s s s s13.381

(6.427)

(1 ,591 )

(4,836)

(6,427)

(1,591 )

(4.836)

(1.250)

(309)

(941)

(1,250)

(309)

(941)Operating Income (line 15 minus iil\e 18)

PRO FORMA WITNESS: LOCKWOOD
1, ACC Specific
2. Functionalized on wages & Salaries less
Transmission

HOBBICK
1. ACC s uede
2. Assigned u> system eenems (Retai
ERGSYSBEN)

HOBBICK
1 ACC Spedic
2. Funotionaized an Customer Anewus
(CUSTNUM_A)

PRO FORMA FUNCTiONALiZATiON
or ALLOCATION FACTOR :

IWITNESS: SNDOK]

(13) AdjustmenttoTestyearoperationstoaccounlkxenqaededinueasesinwviieetleduetodiseonnedpolicy.

(14) AdjustmentlnTestyearupaalingnevenueslorefledthehaeaseneedhaisisbilimgassislanoe.

(15) Adjusunenlto Include iolerasled impalas lo 2020 O&Masa resullohhe CuslnmerA!1*olldabiBty program.

Sunoortinu Sdtedules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 5 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(16) (17) (18)

Alive Union mescal Tum NEBA) Fire musauon Remove Test Year Regulatory Assessment

Llne
No. Description Tclal Co.

(AE)
ACC
(AH)

Ac c
(AF)

Total Co.
(AG)

ACC
(AJ)

Total Co.
(AI)

sss s ss1.
2.
3.
4.

Elearlc Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

(6,769)

(6,769)

(6,769)

(6169)

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr costs (6,769)(6,769)

3,2983.298
Other Opiating Expenses:

Operations Exduding Fuel Expense
Maintenance

Subtotal

7.
8.
9, 3.2983.298

(5,769)

(6,769)

(3,643)

(3643)

(3344)

la.s44l

(6,759)

(6,769)

10,
11.
12.
13.
14. 3.298 3,298 (6,769)

Deprsdation and Amoltizaiun
Amonizarion of Gain
Administrative and General
Other Taxes

Total Other Operating Expense (6,769)

15.

(3,643)

3.643 3298

(3344)

3.344 3.298Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income 3.643 3.344

18. 902 828Current Income Tax Rate 24.75%

19. 2,741 s 2.516 s s ss s

(3.298)

(816)

(2,482)

(3298)

(816)

(2,482)Operating Income (me 15 minus line 18)

PRO FORMA WITNESS: BU\NKENSHIP
1. ACC Specif:
2. Functionaized on Diszfimnn.

BLANKENSHIP
1. Julisntictiand
2. Functionalzeé on Wages a Salaries

BLANKENSHIP
1. Acc Specific
2. Revenues are class specific and expenses
are functionalized on Distnbu\ion of W&S

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

IWITNESS: SNOOK]

(16) Aqusnnemwresr Year operarions io irdude irlerestincome and reafuzed gain on hvestmentsinadrve union medical trust.

(17) Adjusunenttorepreseutthelorecasredinpadslo20200&Masaresuldhaeaseshothedistsibution Fire lditigalion program.

(18) Adjustment lo Test Yea operations \o ranove me Regulatory Assessment surcharges from operating revenues and expenses.

Sunportino Sdledules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 6 of 20



(20)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(19) (21)

Remove Test Year Los( FIxed Cost Recovery
meawanism (LFCR)

RemoveTestyeafTlansrriss ianCost
AN W° f(TC A)

Remove and Transfer Test Year
Erwiuunmemal Improvement Surcharge (EIS)

Line
No. Description Acc

(AL)
ACC
(AN)

A c c

(AP)

Total Co ,

(AO)
Total Co.

(AM)

Total Co.

(AK)

ss ss s s1.
2.
3.
4.

(39,792)

(39792)

(3,898)

(3,898)

(3,888)

(3,888)

(33.369)

(aa.ae9)

(33,311 )(33,311) (39,792)

(39,792)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e. (39,792) (3,888)(33,369)

Electric Fuel and Purchased Power Casts
Oper Rev Less Fuel a Purch Pwr casts (23,311) (39,792) (3,898)

OMer Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7 .
s .
9 .

(33369)

(33,369)

(33.311 )

(33.311)

(39,792)

(39192)

(39,792)

(39,792)

10.
11.
12.
13.
14. (39,792) (39,792)(33,369)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense (33.311)

15. 3.898 8.888Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income

18. Current Income Tax Rate 24.75%

19. ss s sss

(3,898)

(see)

(2,933)

(3.BB8)

(962)

(2,926)Oaring Income (lille 15 mhlus Ene 1B)

PRO FORMA WITNESS: BLANKENSHP
1,
2. Revenues ale class spedtk

BLANKENSHIP
1,ACC Sp y
2. Revives  are clas s  we&c

BLANKENSHIP
1. Jufeuiasonal
2. Revenues ave class specificPRO FORMA FUNCTiONALiZATiON

or ALLOCATION FACTOR:
IWITNESS: SNOOK]

(19) Aajusunenr to Test Year operations to remove me TransmiSsion Cost Aajusrur nom operating revenues and expenses,

(20) Adjusuna1lbTestYeamgaationslo remove the LFCR mechanism from uperaxhg revenues.

(21) Ardiusnnwl to Test Year operations to remove me EIS from operating revenues.

Sunnorlincl Schedules:
N/A

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 7 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(23) (24)(22)

Remave Test Yea and Tlansfer a Poniun of
Renewable Energy Adjustment Clause

(REAC) Revenue and Expense
Remove and Transfer Test Year Tax Expense

Adjustor Mechanism (TEAM) Revenue

Ranove Test Year Demand Side
Management AdjlJsUl1en1 Clause (DSMAC)

Revenue A Expense

Line
No. Description ACC

(AR)
ACC
(AT)

Tool Co.
(AQ)

Total Cu.

<A$)

Total Co.

(AU )
ACC
(AV)

s sss ss
143,475

1.
2.
3.
4 . 143,475

143,238

143,238

(26589)

(26.ss9)

(72,597)

(72.697)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

(72,670)

(72.670)

(26,717)

(26,717)

s .
6. 143.238143,475

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Punch Pwr Costs

(38,916)
(33,754)

(38.930)
(33,767)(26,717) (26689)

Other Operating Expenses:
Operations Exduding Fuel Expense
Maintenance

Summary

7.
8 .
9.

(33,445)

(33445)

(26,717)

(26,117)

(26589)

(26.689)

(33,433)

(33,433)

10.
11.
12.
13.
14. (26,717)

Depreciation and Amoftizalion
Amortization of Gain
Administrative and General
Other Taxes

Total Other Opelating Expense

15.

(33,445)

322

(33,433)

321

(26,689)

0 143.475 143.238Operating Income Befnue Income Tax

16.
17. 0

Interest Expense
Taxable Income 143,475 143.238

Current Income Tax Rate18. 35.45124.75% 35.510

o19. s s 107.965 sss s 107,787

(322)

(80)

(242)

(321 )

( i n )

(241)Operating Income (line 15 minus iil\e 18)

PRO FORMA WITNESS: BLANKENSHIP
1.
2. Revenues and Expenses are class spedlic.

BLANKENSHIP
1, Julisdictional
2. Revenues and Expenses are class specific.

BLANKENSHP
1. Jursuiaiunan
2. Revenues and Expenses ale class speakPRO FORMA FUNCTiONALiZATiON

or ALLOCATION FACTOR :
IWITNESS: SNDOK]

(22) Adjus tmentloTes lyearope1a\ions iolelno~elheDSmACfwmopelatinglevenuesaudexpewlses.

(23) Adgusimenuo Test Year opesaliunsrn lemovethe REMC from operating revenues and \lans1era portion of the expenses related

u>Apssamcammul\aies (¢umlenyla»ownasAzsun It)tohaserales .

(24) AdylslmentnoTestYeaope1aEons\olelnoveandtrans1atheTEAMadjustnrf1ornopelatingrevenues.

Sunoortinu Sdtedules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 8 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dolors)
(258) (26)(25) (27)

UPDATED FOR REBUTTAL
Four Comers SCR Deferral Amouuzarion

UPDATED FOR REBUTTAL
Ocotillo Modemizalion Project

Deierval Amortization
Reverse Four Camels SCR Deienal

Amoruzaxion Four comers Inventory

Llne
No. Description ACC

(BB)
ACC
(AX)

ACC
(AZ)

ACC
(AX)

Total Cc.
(Aw)

Total Co.
(BA)

Total Co.
(AY)

Total Co.
(AW)

ss s s $ss s1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

9,5078,141 9.5078,1477.
a.
g.

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal 9.5078,147 8.147 9,507

9,5078,147 1,o458,147 9,507 1 ,040

(8,147)

(8.141)

(8,141)

(8,147)

(8,147)

(8,147)10.
11.
12.
13.
14. 8.259 19.014 1 ,0401,04519,0148,220

Depreciation and Amortization
Amortization of Gain
Adminislralive and General
Other Taxes

Total Other Operating Expense

15.

(16,294)

16.294 1 .04019.014 1.0458.220

(16,294)

16.294 19.0148.259Operating lnoome Before Income Tax

16.
17.

Interest Expense
Taxable Income 16.29416.294 (19,014)(19.014)

Current income Tax Rate 2.03418. 2.04424.75%

19. s14,250s s14,260s s sss

(8,220)

(2,034)

(6,186)

(8259)

(2,044)

(6,215)

(1,040)

(257)

(783)(19,014) (19,014)

(1,045)

(259)

(786)Operating Income (line 15 minus one 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Junsdiwonal
2. Assigned no Produdiun . oemana
(DEMPROD1)

BLANKENSHIP
1. Juiisdictional
2. Assigned w proaucuan Demand
(DEMPROD1 )

BLANKENSHIP
1, Juiisdicdonal
2. Assigned to Production Demand
(DEMPROD1 J

PRO FORMA FUNCTiONALiZATiON
or ALLOCATION FACTOR:

(WITNESS: SNOOK]

(25) Aaiusunenxnoresrvearepe1auunswunuuaemeam0nizaaunofueFouf comefsscnuefenal.

(26) AdiusnnenltoTestYearopaa6ol:stoixdudelheamnrtizatinnof\heOea!IoModanizatiunPm4eade¢enal.

(27) Adjustment lo Test Year opeietions In relied Four Comers inventory east reeovay.

Sunnortlnu Schedules:
N/A

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 9 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands or Dclars)
(29) (29a) (30)(28)

Chol8 Inventory Remove Navajo Power Plant CostsRegulatory Asset Amortizationwest Phoenix Unit 4 Regulatory Oisalowanee

ACCTold Co.
Llne
No. ACCDescription Total Co.

(BC)
Total Co.

(BE)
Total Co.

(BE)
ACC
(8F)

ACC
(80)

ACC
(BF)

ss sss s1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electlic Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Exduding Fuel Expense
Maintenance

Subtotal

1.
8.
9.

(10,567)
(6,446)

(17.014)

(10,522)
(6,418)

(16,940)

1 .523 80,000ao.ooo1,516 (327)(329)

539541

10.
11.
12.
13.
14. 1,516 80,0001 ,523 80,000

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15.

(327)

327

(329)

329

(16,473)

16.47380.0001.5161 .523 80.000

(15,401 )

16.401Operatlng Income Before Income Tax

Interest Expense
Taxable Income

(109)
437

16.
17.

(110)
439 16.40116,473

Current Income Tax Rate18. 10810924.75% 4,077 4,059

220 21919. s 12.92s s 12.a96s ss s s

(B0.000)

(19,800)

(60,200)

(1.516)

(375)

(1,141 )

(1523)

(377)

(1,146)

(wow)

(19,800)

(60200)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Assigned to Production Energy
(ENERGY1 )

BLANKENSHP
1..nuisuiaianal
2. F\S559"¢¢ no pwcucuon Demand
(DEMPROD1)

BLANKENSHP
1. Jurisdictional
2. Assigned to pnadudion Demand
(DEMPROD1)

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESS: SNOOK]

(28) Adjustment to Test Year operations to relied Chop inventory eos recovery.

(29) Adiuslment to Test Year operations to reject amorlizaOon of regulatory dlsalolnanoe of West Phoenix Unit 4 over the remaining life of the
plant as required by previous ACC oeasa0n Nos. 67744 ad 69663. Pro lurrna adjusted as shown on Sdledule B2. page 3. cokimn 8.

(30) Adjustment to Test Year operations to remove Navajo O&M and A&G eosrs as a result of She dosrle of Navajo Power Pint

Sunportino Schedules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 10 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Delals)
(31 ) (32) (33)

oeuaio O&M naemaizauon

UPDATED FOR REBUTTAL
Adjust Deprec§iion Expense 201g

Depreciation Rate Study

UPDATED FOR REBUTTAL
Include Interest Expense on Cusmzmer

Deposits

Une
No. Des4:riD\ion Total Co.

(BK)

Tail Co.
(BG)

ACC

(BH)

Total Co.

(Bl)
ACC
(BJ)

ACC

(8L)

s sss s s1
2 .
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

Electric Fuel and Purchased Power CDSIS
Oper Rev Less Fuel & Purch Pwr costs

1,270 1 ,2107
a.
9.

Other Operating Expenses:
Operations Exduding Fuel Expense
Maintenance

Subinnal 1,270

5,618
1 .099
6,717

5,643
1,104
6,747 1 ,270

7,483 7,48310.
11.
12.
13.
14. 7,4837,4831,270

(16)

6.701

(16)

6,730 1 .270

Depredation and Amoltizatian
Amortization of Gain
Adminisualive and General
Other Taxes

Total Other Operating Expense

15. 6.730 7.4837.4831 .210 1.2706.701Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income

18. Current Income Tax Rate 24.75%

19. s sss ss

(7,483)

(1,852)

(5,631 I

(6,701 )

(1.659)

(5.042)

(6,730)

(1555)

(5.064)

(1 .270)

(314)

(956)

(1 ,270)

(314)

(955)

(7.4B3)

(1 .852)

(5,631)Operating Income (ine 15 minus line 18)

PRO FORMA WIlNE$$: BLANKENSH lp
1. ACC Spediic
2. Assigned lo Cwsmmev Accounts
(CUSTDEP)

BLANKENSHIP
1, Jurisdictional
2. Assigned to PT&D, General and InlandeR>le
f unctionalized on Wages & Salaries

BLANKENSHP
1. Junsuiwona
2. Ass igned to pmauaion Energy
(ENERGY1 )

PRO FORMA FUNCTiONALiZATiON
or ALLOCATION FACTOR:

IWITNESS: SNOOK]

(31) Auiusrreszvearwreneemeeouuuing0pefauonsownoemiopowefplaluwiu\mefexivmam°fmezmamurmsanume
addilicnofltenewunts.

(32) Adjustment No Test Year Operations to reflect me operating iwolne imped of htevest on wslomer deposits using January 2019 interest rates.

(33) Judiushnentto TeslYeazopemtiansloieleddepieciation exparsebased an the 2019 Depredation Ra1eStudy.

Sunporiinu Schedules:

N/A

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 11 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(34) (35) (35)

UPDATED FOR RE8U1'lAI
Normalize Employee BeretsAnnualize Payroll Expense

Remove Supplemental Excess Bereft
Retirement Plan Expense (SERP)

Llne
No. ACC

(BN)
ACC
(BR)

Total Co.
(BQ)

Teal Co.
(to)

ACC
(8P)

Tami Co.
(BM)

s ss sss1.
2.
3.
4.

Description

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

Electric Fuel and Purdlased Power Costs
Oper Rev Less Fuel a Punch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Enqaense
Maintenance

Subloval

1.
s .
9.

(2,524)

(2,524)

(7,738)

(7,738)

(2,750)

(2750)

(410)
(84)

(494)

(8,429)

(8,429)

(376)
(77)

(453)

10.
11.
12.
13,
14

Depreciation and Amortization
Amortization of Gain
Administrative and Geneval
Other Taxes

Total Other Operating Expense (494)

49415.

(453)

453

(8,429)

8.429

(7,738)

7.738

(2,750)

2.150

(2,524)

2.524Opevaling Income Before Income Tax

453
16.
17, 494

Interest Expense
Taxable Income 8.429 7,7382.5242.150

18. 122 112Curer! Income Tax MM 24.75% 1.9152.086

372 34119. 2.750s s s 5,823s ss 6,M32,524Operating Income (one 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHP
1. Junmimiunal
2. Functionaized on Wages & Salaries

BLANKENSHIP
1. Julia¢i¢uonal
2. FuhctionaRzed on Wages & Salaries

BLANKENSHIP
1. Jurisuiaianal
2. Fwasonauzea an Wages & SalariesPRO FORMA FUNCTIONALIZATION

or ALLOCATION FACTOR:
[WITNESSz SNOOK]

(M) Adjustment to Test year operations to ref lea TM anmxalizalion of payroll. payroll lax Ana non-retirement benefit
expenses lo March 2019 employee eve's for perlinrmance review and Mardl 2020 Union employee levels,

(35) Aajusunem to Tesz Year opaalions no iefled the ourvenr December2018 aauarial valuation of retiement program expenses.

(36) Adjusunent to Test Year upaalions so remove Supplanemal Excess Benefit Retiement Plan Expense (SERP).

Sunnortinq Schedules:
N/A

Recap Schedules:
(3) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 12 of 20



(37)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(38)

Cash Incentive Allow25% of Cash
lnoentiveReverse Normalization of cash IncentiveNafvnalize Cash incentiveRemove slow Compensation

Executive Compensatio
Base Salary

Llne
No. Total Co.ACC ACC Total Co.Total Co.Description A c c

(BT)
ACC
(BV)

Tam Co.
(BS)

Total Co.
(BU)

s ssss ss s1.
2.
3.
4.

Electric OperaUng Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

El8¢.1ric Fuel and Purchased Power Goss
Oper Rev Less Fuel & Punch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Sub[Qlal

1 .
8 .
9.

3,812
11 e

3.928

4,153
126

4279

(24.592)

(24,592)

(3,812)
(116)

(3,928)

(4,153)

(126)
(4229)

(22,574)

(22,574)

(15,882)

(15,882)

(14,580)

(14,580)

(12,950)

(12,950)

1.2181,327

10.
11.
12.
13.
14. 5.606 5,146

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15.

(15,a82)

15.882 5.606

(1,218)

(5,146)

5.146

(1327)

Issue)

5.6065.146

(24,592 )

24.592

(14,580)

14.580

(12,950)

12,950

(22,574)

22.574Operating Income Before Income Tax

1 s.
17.

Interest Expense
Taxable Income 14.580 5,14615.882 24,592 22.574 12.950

18. 3.205Current Income Tax Rate 24.75%

5.eos

1.388 1 .2743.608 8,086 s,sa7

3.87219. sss ss 4.218 ss s 10,972 18,506 16,987 s 9,745

3,931

11,951

(5,146)

(1 .274)

(3,872)

(5.656)

(1.388)

(4,218)Operating Income (line 15 minus Ene 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Funcuonauzea on Wages s Salaries

BLANKENSHIP
1,
2. FunotionaUed on Wages a SalariesPRO FORMA FUNCTIONALiZATiON

or ALLOCATION FACTOR:
IWITNESS SNOOK]

(37) Adjustment to Test Year operations to remove slodr compensation expense,

(38) AdjustmenttoTestyearopaatiunstonormalizethecashircentivepmglamovera3yearpeliod.

(39) Adiusunenl lo Test Year operations Br lop down income lax lineups ennsisaemwnrm oeeea0n nos. 69663. 7144a. 73183. and
76295usilg 1he6/30l2019ratebaseand oosld'long-lesmdebt Taxtrueupsarelellectedashleredi1thisadjushnenL

Suononinq Schedules:
NIA

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 13 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(39)

nRemove50%of Normalize Income Tax Expensellntarest
SynchronizationD&E lnswaneesa/soshafing

eelana O\herMembelshipDues50/50
Sharing

ACCACCACC Total Co.
Une
No. Total  CO.Description Total Co.

(BW)
ACC
(BX)

ss sss s1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr costs

1.
a.
9.

Other Operating Expenses:
Operations Exduding Fuel Expense
Maintenance

Subtotal

(12,173)

(12,173)

10.
11.
12.
13.
14.

Depredation and Amoitizatiun
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15.

(376)

(375)

376

(376)

(376)

376

(1,791 )

(1,791 )

1.191

(1,791)

(1,791 )

1.191

(12,113)

12.173Operating Income Before Income Tax

376376
16.
11.

Interest Expense
Taxable Income 1 .791 1 ,79112.173

23,665
(23,665)

24,404
(24.404)

18. 24.75% 44393 44393Current Income Tax Rate 3,013

28319. s283 ss ss 1,3489,160 s

(6.040)

6,040

(5,857)

5.8571,348

s

sOperating Income (Rne 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Calculated as the weighted average of
Other Tax Items

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WlTNESS: SNOOK]

Sunportinq Sdledules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 14 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(41) (42)(40)

west Phoenix Removal Costs
UPDATED FOR REBUTTAL

Amortize Pwupeny Tax Deferral
UPDATED FOR REBUTTAL

Annualize Property Tax Expense

Line
No. Description ACC

(00)
Total Co.

(CC)
Total Co.

(8Y)
ACC
(CB)

ACC
(BZ)

Total Co.
(CA)

s s ssss1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

s.
e.

Eledlic Fuel and Purchased Power Costs
Over Rev Less Fuel & Porch Pwr costs

7.
a.
g.

Other Operating Expenses:
Operations Exduding Fuel Expense
Maintenance

Sublolal

998 993

998

10.
11.
12.
13.
14. 993

2.290
2.280

2.750
2,150

(4.671)(4,671) (4.671 J
(4,671 )

Deprecation and Amoifization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 993998zzso 4.671 4.6712.750Operallng Income Belove Income Tax

16.
17.

Interest Expense
Taxable Income

(151)
4.822

(151)
4,822(2290)(2,750)

18. Current Income Tax Rate 24.75%

19. s ss 4571ss s4,671(2290)

(998)

(247)

(751) (993)

(246)

(747)(2,750)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHP
1. Jo»is¢iaiunal
2. Funotionaized on P T s D

BLANKENSHIP
1. Junszmional
2. Assigned to Produdlon Demand
(DEMPROD1)

PRO FORMA FUNCTiONALiZAT\ON
or ALLOCATION FACTOR:

[WITNESSz SNOOK]

BUNKENSHP
ACC SPed15G
2. Dasmrfnuuon Prcpeny Tax funciicnaized on
Distribution and Geuaalion Property Tax
funainnauzed on Demand Production (Revau
DEMPROD 1 )

(40) Aqusunent to Test Year opeiations to annuaize pwpeny 'axes caiwusea using me anticipated 2019 tax assessment
1350 and lax male.

(41) Adjustlnemtoamovtizethepw¢aer!ytaxdeienalasaulho¢izedinDecisionno.76295over10years.
PmiormaadjusledassllownonScheduleB2.page3.eulumn9.

(42) AdyushnenttoindudeaddlionaleostsoflemovallehtsdtothedeconunissionilgofWestPhoe11ix$team Uni1s4.5&6.

Sunnortinq Sd\edules:
N/A

Recon Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 15 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(45)(43) (44)

UPDATED FOR REBUTTAL
Adjust Cash Working Capital for Cost of

Service Pro Formas
Annuaize Navajo Power Plant Coal

Redamaticn Costs
Anlluaiza Four Comels Power Piano Coal

Redamadon cess

Llne
No. ACC

(CH)
ACC
(CJ)

ACC
(CF)

Total Cu.
(CG)

Total Co.
(Cl)

Tm's Co.
(CE)

ss ss ss1.
2.
3.
4.

Description

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

(3,131)
3.131

(3,145)
3,145

1,910
(1,910)

1,902
(1,902)

Electric Fuel and Purdlased Power Costs
Open Rev Less Fuel a Punch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Enqaense
Maintenance

Subloval

1.
s .
9.

10.
11.
12.
13,
14

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 3.131 1 .9023.145 1.910Opevaling Income Before Income Tax

(160)
180

(147)
147

16.
17,

Interest Expense
Taxable Income 3,1313,145

Current Income Tax MM 77518. 77824.75%

19. ss sss s2,3562,367

(1,910)

(473)

(1 .437 )

(1 .902)

(471 )

(1 ,431 )Operating Income (one 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Julia¢i¢uonal
2. FuhctionaRzed on Wages & Salaries

BLANKENSHIP
1.Juli§didD11al
2. Assigned so system eenems
(ERGSYSBEN)

BLANKENSHIP
1. Jufisuiaianal
2. Assigned to System MUM
(ERGSYSBEN)

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESSz SNOOK]

(43) Adjustment to Test Year opeuaiions to reflect most recent Four Comers Power Pint coal veaaveuun study.

(44) Adjushnenuo Tesl Yearopeatiuns 8o refleathemoalecau Navajo Pov¢eP\an\enal reclamation study.

(45) AdjusunentloTestyeariweeslezcpeazsetorcashwol1<i1gcapilalranebaseproiormaadjustnnenl.
PrufurmaadjuaedasshownonSd1ed1AeB2,page4.eoklmn 10.

SunnoNinq Schedules:
N/A

Recap Schedules:

(3) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 16 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(47)(46) (48)

Noamaize Nuclear Maintenance Expenserom anize Mw"is i l \9 Normalize Fossil Maintenance Expense

Line
No. Description ACC

(CP)
ACC
(CN)

ACC
(CL)

Total Co.
(CK)

Total CO.

(CM)

Total Co.

(CO)

s s s ss s1.

2.

a.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Eledlic Fuel and Purchased Power Casts
Open Rev Less Fuel a Purch Pwr casts

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

1.
a .
9.

1,386
1.ass

5,882
5.882

5.856
5,856

1.380
1.sao

(2,264)

(2264)

(2264)

(2264)

10.
11.
12.
13.
14. 1,386 1,aao 5,8565,BB2

Depreciation and Amortization
Amortization of Gain
Administrative and Geneva!
Other Taxes

Total Other Operating Expense

15.

(2.2641

2.264

(2,264)

2264 1.386 5.8565.8821.380Operating Income Before Income Tax

16.
17. 2.264

Interest Expense
Taxable Income 2,264

Current Income Tax Rate 56018. 56024.75%

19. sss1 ,704s1 ,704s s

(5,856)

(1 ,449)

(4,407)

(L386)

(343)

(1,043) (1,380)

( 4 2 )

(1 ,038)

(5,882)

(1456)

(4.426)Operating Income (line 15 minus ine 18)

PRO FORMA WITNESS: BU\NKENSHIP
1. Jo¢s¢iaaunal
2. As§g1\ed to pwauaion . Eiway (ENERGY1 )

BLANKENSHIP
1. ACC Specific
2. Fundonallzedonwages&Sala1ies less
Transmission

BLANKENSHIP
1. Julisdicliond
2. Assigned lo pwauetian Energy
(ENERGY1 )

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[wrrnEs s ; SNOOK]

(46) AdjuwnentloTes1yearopelaionsto normaizeadveltisingezcpenseoveraSyearperiod.

(47) Adiusuna1lbTestYearope1a6unsmnomxalUenudearpmduaionmaimtmaneeeszpenseoveraSyearpeliod.

(48) Adlusemaml lo Test Year operations lo Namlane snssi pmduaion maintenance expose over a s year period.

Sunooninu Schedules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 17 of 20



(49) (51 ) (52)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dolals)
(50)

UPDATED FOR REBUTTAL
Remove Oulof Period and Misoelaneous

lens

NEW FOR REBUTTAL
Adjust for Test Year AGX Revenue naeovered

in the PSAAdjust Sundance Maintenance Chola Unit 2 Regulatory Asset Amortization

Line
No. Description A c c

(CX)

ACC

(CT)
ACC
(CT)

ACC
(CR)

Total Co.
(05)

T°4=1 Co.

(CQ)
wa l  Co .

(CS)
Total Co.

(CW)

s ss s ss ss
15,000

1.
2.
3.
4.

1s,000

15,000 15.000

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
s . 15.00015.000

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

sunzmal

7.
a.
g.

1,487
1.487

1,481
1.481

(11,454)(11,504)10.
11.
12.
13.
14. 1 .487 1,481

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15.

(13,894)

(13,894)

13.894

(11,504)

11.5041 .487

(15.136)

(15,136)

15.1361.481

(11,454)

11.454 15.000 15.000Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income 11.504 11,454 15.00013.89415.136

24.75% 2.83518. Current Income Tax Rate 2.847 3.713

15.13619. s ss s s8.619s13,894 $ 11,2878.657 s

15.000

3,713

11,287

(1.487)

(358)

(1,119)

(1,481)

(366)

(1.115)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: SNOOK
1. ACC Spediic
2. Revenues and Expenses are class specltic

BLANKENSHP
1. Jwsuiw0nal
2. Funaionaized on wases a Salaries

BLANKENSHIP
1. Junsuieuunal
2. Assigned to System Benefits
(ERGSYSBEN)

BLANKENSHP
1. Junsdicu0nal
2. Assigned no Pl04uC(i0l\ Energy
(ENERGY1)

PRO FORMA FUNCTiONALiZATiON
or ALLOCATION FACTOR:

[WlTNESS: SNOOK]

(49) Adjustment to Test Year operations to annuaize me aeoual of Sundance maiwenanoe costs as authorized it Decision No. 69663.

(50) Adjus\menttoTeslyearcperationstoremoveoutofpeliodandnusdellaneousiemsflumUeTestyearpeliod.

(51) Adjls ttestyear to amodize Cholera Unit2RegulatoryAsse¢over therumahhgplantitaiusteadof theacceleaatedmethodappmved
hDedsion NO. 76295.

Suoooninu Schedules:
NIA

Recap SchedWes:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 18 of 20



(54)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(53)

NEW FOR REBUTTAL
Remove Mdvfld(en

NEW FOR REBUTTAL
TEAM Balancing Account

Line
No. ACC

(DB)
Total Co.

(CV)
Tow n Co.

(DA)

ACC

(CZ)

ss ss1.
2.
3.
4.

s .
6 .

Description

Electric Operating Revalues
Revenues from Base Rates
Revenues Iron Surcharges
Oiiier esewic Revenues

To lai Electric Ope¢atlng Revwues

Electric Fuel and Purchased Power Casts
OperRev Les s Fuels .pwa»pvwcos :s

Olhef Opela\ing Expenses:
OperationsExdudhg Fuel Expense
Maintenance

Subtotal

7 .
8 .
9.

ESG656 (261 )(261)10.
11.
12.
13.
14.

(659)
(43)

(963)

(659)
(43)

(963)656

65615,

656

656

16.
17.

24.75%

963

(19)
982

243

720

18.

19.

$63

(19)
982

243

720ss ss

(656)

(162)

(494)

(656)

(162)

(494)

Depreciation and Amoitizaiion
Amortization of Gain
Administrative and Geneva!
Other Taxes

Total Other Opelating Expense

Operating Income Before Income Tax

lnleaust Expense
Taxable Income

Current Income Tax Rate

Opeaating Income (one 15 minus ine 18)

PRO FORMA WTTNESS: BLANKENSHIP
1. ACC Spediic
2. Funwonaizea on Distliaution

BLANKENSHP
1.ACC SDGGWC
2. 1°\$sigl1ed so pvwuaion Demand
(DEMPROD1)

PRO FORMA FUNCTIONALIZATION
of ALLOCATION FACTOR:

[wnnEs s . SNOOK]

Su . Schedules:
N/A

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 19 of 20



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA MDJUSTMENTS

TEST YEAR ENDED
JUNE 30, 2019

(Thousands of Dclals)
(52)

Tana: score Statement Adjustments

L i l e
No.

(a)
ACC
(CV)

(a)
Total Co.

(CU)

s
s

s
s

1.
2.
3.
4 .

6.862
(113,995)

(6.040)
(113.17a)

6,862
(113979)

(6.040)
(113,157)

ss .
s .

(1 os ,795)
(7.37B)

Description

Electric Operating Revenues
Revenues from Base Rates
Revenues Hom Sulchalges
Other Eledwic Revenues

Total Electric Operating Revenues

Electric Fuel and P\ldlased Power Casts
open Rev Less Fuel s. PuaW Par cesxs

(105,527)

(7530)

s s
Other Ovel2\i"9 Expenses:

Operations Excluding Fuel Ezqaeuse
Maintenance

sunanaan

7.
8
9.

(210,596)
6,523

(204,073)

(205.251 )
6.515

(198,736)

118,782119.964s
s
s

s
s
s

10.
11.
12.
13.
14.

(16,198)
(2.424)

(98,576)

(17,437)
(1 .$64)

(103,510)

15. 96.132 90.946

s s1G.
17.

27,221
68.911

27,798
63.148

18.

Depretiaiion and Amoltization
Amortization d Gain
Anminisualive and Geiefal
Other Taxes

Total Other 0pgfamg Ezqaensa

Operating welcome Before hemne Tax

interest Expense
Taxable hoom8

Current Income Tax Rate 2415* 1s.sos

19.

s

s

11,933

84,199

s

s 75,340over=¢i=sh<=°m=(i"e 1sma\us ina1a)

PRO FOMAA WITNESS:

PRO FORMA Func11onAuzATlon
or ALLOCATION FACTOR:

1vvrrnEss : $NOOK]

Supuoutinq Sdwedules:
NIA

Recap Schedules:
(a) C1

NOTE: There may be variances In displayed values due to rounding.
Schedule C2
Page 20 of 20



ARIZONA PUBLIC SERVICE COMPANY

SUMMARY OF BASE REVENUES BY CUSTOMER CLASSIFICATION

PRESENT AND PROPOSED RATES

TEST YEAR ENDING JUNE 30, 2019 ADJUSTED

Proposed Increase (b)Base Revenues in the Test Year (a)

(D) (F)(8)(A) (G)(C) (5)

Net

Line

No.

Line

Na. Customer Classification

Proposed
2

Rates
($000)

Present
1, 2

Rates

($000)

Adjustor

Transfers 3

($o00)
Change

($000)
(B) . (A)

Change
(5000)
(C) (E)

%
(C) / (A)

Net

Increase'

%
(F)/(A)

1. 1.5.05%Residential 1.87%1,740,264 1,652,386 55,268 (32,610)(87,878)

General Service2. 2.1.87%S.79%1,476,858 57,8161,391,368 (27,674)(85,490)

3.1.87%6.14%3. 30,211 1,374(1,977)32,188 (603)Irrigation/Water Pumping

4. 4.407 1.87%3.83%20,814 20,017 (390)(797)Outdoor Lighting

5. 5.1773.83% 1.87%9,067 8,720 (347)Dusk to Dawn Lighting Service (170)

5.38%Total Sales to Ultimate Retail Customers 1.87% 6.6. 3,102,702 115,0423,279,191 (61,447)(176,489)

NOTES TO SCHEDULE:
1) Base Revenues under Present Rates reflect adjusted Test Year revenues including applicable proforma adjustments.
2) Present and Proposed Rates base revenues include transmission costs based on OA7T rates effective during Test Year.
3) Includes revenue from Test Year adjustor rates that are being transferred into base rates.
4) Increase in base rates net of transfers of adjustor revenue. Represents the net increase in retail revenue and net impact on customers.

Supporting Schedules:
(a) H2

RecaD Schedules:
(b) A1

RUCO Schedule H1

Page 1 of 1

NOTE: There may be variances in displayed values due to rounding.



ARIZONA PUBLIC SERVICE COMPANY

SUMMARY OF BASE REVENUES BY CUSTOMER CLASSIFICATION

PRESENT AND PROPOSED RATES

TEST YEAR ENDING JUNE ao, 2019 ADJUSTED

(A) (E)(CI (F) (G) r e w (K)(8) (0) (I)

w w w
MWh z
Sales

Une
No.

Line

No.

Aveazge

Number of
Customers

Awwe
Annual

kw h Usage
go( Cuggmgf

Net Increase
Wlth Adjustor

Transfers
(3000)

Base

Revenues
($000l

Base Revenues
under

Filament Rates'

(5000)

Customer Classifkaticn
and Current Rate Designation

Adfustor
Transfers [S]

Proposed
Rate Uesacion

Change . Base Rates
($000)

(G) . (5)

%
lil/ IE)

as

(H)/(E)
1
2
3
4

Residential

R:LS
RBASIC
RBASIC L
TOUE
R2
R3
RTECH

: i s
R8ASlC
neAslc L
TOUE
n 2
R3
RTED!

5 .osx
.5.0$*
s.osas
5.05%
s .05*
s .0596
s .osx

s.osas

5
5
7
8
9 Subtotal

11.879s
1.87%
1.8796

4.87%
1L8796
1.87%
1.25%
1,87essunanux

1
2
3
4
s
6
7
8
g

18.962
139.826
81,987

554,541
127,351
366,414

75

1,599,1§6

5.486
8.135

12,912
11,ozz
16,234

20,684
32,333

1z,z4z

262.514
128.349
45,514

376,890
62,729

159,772
1 8

1,035,786

1,440,066
1,044,218

587,679
5,284,626
L018,3s6
3,304,742

ssz

12,680,269

199,012
147.263
86,348

731,481
134,124
385,902

79

1,684,209

(10,050)

(7,437)
(4,361 )

(36340)
(6,773)

(19,488)

(4)
(85,053)

(6,320)
(4,677)
(2,742)

(23,231)
(4,260)

(12,256)

(3)
(53,489)

(3,730)
(2,750)
(1,619)

(13,709)
(2,513)
(7,232)

(1)
(31,564)

1 .8896
4 3 7 %
1.8896
1.88%
1.9296

4.88%

E12 Solar geguy
E11 solar 1=z==v
ET2 Saw  Lee aw
ECT2 Solar legacy
ECIIR Solar Legacy

Subtotal

10
11
12
13
14
15

5.05%
.5.05*
.5.0$*
s ,osx
s .0596

. 5 0 $ *

zo
11
12
13
14
i s

E12 Solar Legacy
ET1 Solar Legacy
ET2 Solar Legacy
ECT2 Solar Legacy
ECIIR Solar Legacy

Subgoal

13,608
s,as3

29.609
4.889
m e s

ss. o ss

z.s99
5,007
7,034
9,244

11.637

5,312

76,647
53.880

239,203
27,398
6,482

403,510

29.487
8,970

a4,ao9
2,964

557

1s,9s1

12,921
s ,s ls

28,114
4,642
1.031

53,224

(155)
(1291
(555)

(92)
(21 )

(1,052)

(687)
(317)

(1,495)
(247)

(55)
(2,831)

(432)
(218)
(940)
(155)
(341

(1,779)

161.87%5.05%16 nm Res identialTotal Residential 1.652.38113,083,879 1,740,26411,7681,111,773 (55,268)(32,615)(87,883)

NOTES: There may be variances in displayes values due lo rounding.
RUCO Schedule H2

Page 1 of  3



ARIZONA PUBLIC SERVICE COMPANY

SUMMARY OF BASE REVENUES BY CUSTOMER CLASSIFICATION

PRESENT AND PROPOSED RATES

TEST YEAR ENDING JUNE ao, 2019 ADJUSTED

(D)(8) (F) r e II) w(CI (G)W (5) (K)

P Revenue

Line

No.

Adiusxed

MWh
Sales

Une
No.

Average

Number of
Customers

Base

Revenues

(5000)

Customer Classif ication
and Current Rate Desiiulalion

ne: Increase
With Adjustor

Transfers

4so0m

Adjustor
Transfers (S)

Base Revenues
under

FIQSGII Nam

(5090)

Fvuposed
Rate Designation

Average
Annual

kw h Usage
per Customer

Change Base Rats
(5000) as

(GI . 15) (H)/(E)
56

(I)/(E)

5 Jax
. 5 7 / *
. $ 7 9 *
.5.7g*
5.79%
5.7996

z .5196
2.7496
2.7696
z.74%
z.76se
1.9196

4,zss
1.205

z2z,o7v
1,z97

303,031
321,733

E2 0
E3 0
E32 xs
E32 xs D
E32 s
E32 M f lldudes A<»)(»

(114)
(35)

(s,sos)

(38)
(8,877)
(6,569)

(263)

(74)
(B,648)

(80)
(18,624)
(19,878)

(149)
(39)

(7,143)

(42)
(9,747)

(13,309)

1.z9as5.73962so,a97ssz  L (alauu5 Asx l (17,261) (13,414)(3,847)

2.78%
2.17%
1.9196
1.31%

s,79x
5.7996
5.79%

.5.7g*

1.315
3,557

z 388
24.508

(42)
(114)
(304)

(1,2271

(81)
(219)

(454)
(1.58*)

(391
(105)
(150)
(357)

E32TOU xs
E32TDU s
E32TOU M
E32TOU L .idudes AGX)

5.79* 0.2096(E34, E35, XHu=, ex) 31,209 (124194) (410) (11,684)

General Service

E20
E3 0
E32 xs
E32 XS D
E32 S
E32 M
E31 M (Aex)
E32 L
E32 L (AGX)
E32TOU xs
E3zTou s
E32YOU M
E32TOU L
E32 Tou L (A@x1
E34
E34 (AGX)
E35
E35 (A 6x l
XHLF
E36 M
GS5 M
GSS L

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

s as  M
G$S M
GSS L

40 suhnml

17
18
19
20
21
22
23
24
25
26
27
/ 8
29
30
31
32
33
34
35
36
37
38
39
40Subxoul

5.7996
. 5 7 g *
5.79x

s.79%

5.79%
2.88%
2.88%

41.88%

4,548
1,279

235,725
1,377

321.655
341,611

1.599
267,658
36,463
1.396
3,775
7842

zs,o9z
1,266

49,303
4,474

a8,43a
40,596
16,066

ass
13,446
7,252

1,41s,ass

398
4,3z7

: m i n
395

19,307
4,221

14
B26

92
282
Is
73
6 1

1
20

2
30
7
1

26
174

53

130,586

(52)
(779)
(420)

(8s,510)

(391)
(211)

(57,815)

91.377
L11s

5.613
21,757

1M.994
751,587

1,732,357
3,455,379
4,214,739

32.649
190,497

1,085,726
4,934,934
5,752,000

31,323,450
33,243,500
36,973,100
95,957,429

430,145,000
324,885
540,586

1,128,358

107,563

12.667

6.832
1,197,502

36,368
4.838

1.572.444
s,s94

2,529,103
3,172,447

24,zs3
2,862,403

387,756
9,207

29,527
79158

301,031
5,752

626,459
66,487

1,109,193
671,702
aao,14s

8,447
94,062
59,a03

14,089,289

(52)
(388)

(2091
[Z7,694)

NOTES: There may be variances in displayes values due lo rounding.
RUCO Schedule H2

Page 2 of 3



ARIZONA PUBLIC SERVICE COMPANY

SUMMARY OF BASE REVENUES BY CUSTOMER CLASSIFICATION

PRESENT AND PROPOSED RATES

TEST YEAR ENDING JUNE ao, 2019 ADJUSTED

(8) (D)(CI wII)r e(F) (G) (K)W (5)

P Revenue

Adiusxed

MWh
Sales

Average

Number of
Customers

Une
No.

Line

No.

Base

Revenues

(5000)

Customer Classif ication
and Current Rate Desiiulalion

Adjustor
Transfers (S)

ne: Increase
With Adjustor

Transfers

4so0m

Base Revenues
under

FIQSGII Nam

(5000)

Fvuposed
Rate Designation

Average
Annual

kw h Usage
per Customer

Change Base Rats
(5000) as

(GI . 15) (H)/(E)
56

(I)/(E)

41 41lrrization L87*321,857 32,1881,40a 228,592 30,211 ll,976) 6.14% (1,374)(6021niganaan

ES8
E5 9
E67
Contract 12

42
43
44
45
45
47

Q&IS$!§9LII!E'JSiL1B
E58
E59
E67
Contract 12

Subtotal

.3.83*
3s.83%
3.83%
3 .8395
3.8395subiuul

42
43
44
45
45
47

1.8796
1.88%
1L 7996
I .9098
1.87%

71 s
375
155
43

1.348

9,ass
8,813

424
1,294

M o n

z7 s8a
7s,ans
$,014

14,388
121,255

36.114
204,8u
sz,oso

334.605
s4,4oa

(378)
(351)

(17)
(52)

(797)

9,863
9.164

441

1.345
z o.s u

(193)
(179)

(9)
(26l

[407]

(185)
(172)

(8)
(261

(390)

. 3 8 3 * 1.ss~x48 489.os121.954 8,720 ( i i ) (170) [177]
. , .

491.87%s.ae9s49 Total Retail 22,1951,245,515 2,908,8313,279,191 (61,472)(176,514) (115,042)27,644,234

1. Base Revenues under Present Rates reflect adjusted Test Year revenues based an rates established In Decision No. 76295.
2. MWh and sales excludes revenue credits. MWh w ith revenue credits = 27,764,053.
3. Dusk to Daw n Lighting customers are included in residential and general semice counts as this service is ilduded on each customers primary biting,

, .

Rider rate schedules are included in the Parent rate schedules listed on schedule l42 as applicable.
Riders include: E3. E4, CPPRES, PPR, CPPGS. GPS1, Gps2, GPS3. E56, E56 R. RR, so1. and SGSP.
Rate Schedule E36 is not included as proposed price changes are marketrelated.
Transmission revenues based on oArr charges eflectlve during Fen Year.

Supnorlning Schedules:
N/A

Recap Schedules:
(a)  H1

NOTES: There may be variances in displayes values due lo rounding.
RUCO Schedule H2

Page 3 of 3



fA)

ARIZONA PUBLIC szav lcr COMPANY

cuAna:s IN REPRESENTATIVE RATE scneouus
cuwwuuson oF PRESeNt Ano mov osf o RATES

Vw Endlnl lun:  30.  /019

i v pa4/1f p) (5) (GJ Fu(IIam( DIn)

593540
one
N ! Rates

Une
NO.MuckRatesBIDf.k

Male
s¢1»¢vx¢ Des¢r\Mlon

Bllllng
Deslgnallan Change

(U . IF/
R i(8ET 1538 disc.sum& WM v erbllducounl perbnll dbscouni25% disc.Resldenlnl Energy

549991 Drogam
I
2
J
4

Rare 3 5 %  d i . 35% disk.E 4 pe bill dligqumS m & W i p ¢ b l I I & u nMudinl Cal.
Equlpmeni
$VUFUY! program

Sum 8 Win

I
1
J
4
5
6
7
8
9

I D RateE a  l e g y Mi i d c n l a l  E q y
Supgull Progam

s s

0 lash lo to *we
401 kwh la M0 kwh
am kWh\ xo 1,200 kwh
1.201 kwh Ana shave

6s% pn bm
45% so bill
26% per bill

aus  he r  b i l l

65% r l t b i l l
asks per f ill
zees perblll

3175 uerbdl

o kwh to 4410 kwh
401 kwh to $00 *We
am kwh IO 1.200 kwh
l,zol kwh and abov e

Hale 5um&ViNnET Leglcy Medical Cara
Equipment

SWUWK Fagra
ss

o uwh no $00 lash
801 kwh [0 1,400 kwh
1,aax kwh K° 2.000 kwh
2,001 k\v h and :hn

o lash lo ala kwh
aux kw to 1,400 kw
1,401 kw (0 2.000 kw
2,001 kw nd ibby

sssc peibill
45*  perb l l l
26% perbl l

s ong perb i l l

65% pev blli
45% perblll
26% p¢¢bil1

60.00 pnbiu

Raten x s Sum 8 WM ss sBash: Serv¢i:e Charge
All uwh

o.a29
011572

Bash:SenlceCharge
All l(Wh

0.329 /day
0. 11083 / k wh

/Dav
/ k wh 10n05891

Resldennal Serv ice
Annual montf w us¢ie less tha

o eqal In 600 lash

RBash: name Sum &wln s sBasic Semce Charge
All kwh

Bash: Service Change
All kwh

0.493
0.12393

0.a930. 11767 / My
/ k wh

/Dav
N w n

g .

10000s161
Residential Sewlce
Annual man\hn uside of  more
\Hn am by ! less than LOGO mm

Sum & WMRate ssRBlslc Large Basle Senlce Change
All own

Basic Selves¢¢ Charge
All kwh

0.6580.13412 0.658 /day
0. 12735 / k wh

/¢2v
/ lash

9 .

(0.00677l
Resléenual Sefv lce
Annual munlf f v  usage of  moo

m a .

SummerTOU E Rate ss slesidermal Sarv ke
time of  Use

Basic serv ice chiqe
All OnPsak kwh
All0f f Peak lwh

0,427
o, zaoss
o. 10314

0427
014314
0.10873

laslc Serv ice charge
All OnPeak kwh
All Of f peak kwh

/ d iv
/ k w
/ k wh

/¢av
/ x wh
/ t wo

l o n m s l
(0.005491

Winter

s ss
lom ns s l
10¢l05491

0427
0.23068
0.10873
0.03200

5
6
7
s
g
m
I ]
12
13
14
15
16
17
18
1 9
20
21
22
23
z4
2s
26
27
za
29
s o
31
s z
33
a4
as
35
$7
38
39
40

0.427 /41v
011903  / k wh
0. 10324 / k wh
0.03109 / lv v h

/Dav
I : w h
/ uwh
/ uwh

Gash: Serv ice charge
Al l0Peak  uwh
All Ollplak WVh
All  Sp¢ O"prlk  k wh

Bash: Sewke (huge
All 9nPrak kwh
All OldPak iwh
All Sper OHPed kwh

s o.aoao4 /kW¢¢0 9 3 0  I l l wd c 10,046971Sum 8 WM All kWdc M leneratiun (Gnd recess Charge) All kwdc of  senefanon (Gr\4 Access Charge)

L l
12
13
14
15
16
I 7
18
19

20
21
22
1 3
24
25
26
27
28
29
30
3]

32
33
34
35
35
37
38
39
40
41
42
43

R 1 SummerRule s ssReiidenliil S¢nlIGe
lime of  Use with
(Demand £h»v le

Basic Sentke charge
All Onpeak kw
All O0PQak kwh
All OFPeak kwh

Basic Suv lce chute
All Onpeak KW
All OnPeal kwh
All Onpeak kwh

0.227 /my
7.976 llrW

012495 / k wh
0. 07404 / k w

0.427
5.4410

0.13160
D.07798

/MV
/ i w
/ own
/ uwh

10.421201
loncsss l
4o,ooas1l

41
42
43
as
45
46
47
48Winter

s ss

41
as
46
47
48
49
so

0,421
B 400

0.11017
D.Cl7798

Basle Serv lce Charge
All Onpeak kW
All Onpnk own
All 01lPeak kwh

/¢av
n w
A w h
/own

(0.424l
lo.co5ssl
l0.00394l
0.03294

Basle Serv ice Charge
All OPeak kW
Al l  i .  F k  k wh
Df weak k\v h
Supe DOpeak

0.127 /¢av
7 . 976  l k w

ox ons x  / k wh
0. 07404 / k wh
0. 03294 / k wh

R 3 Summe sRule ssR $ l d n \ i : l  § E i 8
time al Use was
Demand Chute

0.427
: u s e

uassus
0.05230

Baic srv ice Chage
All Onpeak rw
All °0PE9k uwh
All O"peak kwh

Basic scrv iu Chrge
All Onpeak kW
All Copeak kwh
All0Kpeak kwh

0.427
16.557

o,oaz4s
o 04966

/ d y
/ k w
/ k wh
/ k wh

/ ¢ v
/ u w
/ lash
/ i w h

(088x1
kwoasnl
(0002641

Winlv

49
50
SJ
s z
53
$4
ss
ss
57
58
$9

ss sBasle Service Chang
All onpeak kW
All OnPeak uwh
A l l0 "Pak  k wh

o.4z1
12139

0.06376
nnszao

51
$2
53
$4
55
55
57
58
59
SD
51
61
63

/ d iv
/ k w
n w h
/ uwh

(D.51Bl
(0o03zzl
10,002s41
0.0329464

60
51
52
so
54

0.417 /any
11. 521 / uw

0060$4  / k wn
0n4965 / k wh
oO03294 /kwh

Basic  sow;  thnrge
All OnPeak kW
All Onpeak kwh
OH Pe*  k wh
Sper DOPeak

amzmnw
N/A

m n m m s n w u u s z
NIA

Nma: Thaw may  he v ef iiwee in diaplay od v aluasdus to rmndng. S:hed\ lGHG
Page l df l



FA!

AnlzonA PUBLIC s£av lc£ COMPANY

CHANGES IN aEsnEs£nrA1rv£ RATE scrlsouuas
cowuuson OF PRESENT AND v nov osf o RATES

h Ending .lon 36, 2019

f f ! UU(D) reInf f) fG! w(81 re

B! kR t sBlak
Use
NO.R t s

Hate
S£h4ule D er ln i lon

to

Billing
Desigat ion Seaii

Use
no. Chang

01 or;

R n S eR T: d sssResidential Swi
Tlre al Us with
Demand Change

Bsi Sev ice Chag
A l l  OP k uw
Of f P88* f ist s kW
OHpeak an emacmng KW
Al l  OP k kwh
All oilpeak kwh

Bsi Sev ice Chang
Al l  OPak  aw
OHpeak f rst s kW
Of f peak all emaining kw
All OnP k &Wh
All Of f P k IWI

0.493 Idtv
19.221 raw

kw
6.172 kw

0.05160 ItWh
o.oasao  M m

(1.0211

(IJ. 328]
10 m2901
I 0.0D2lDI

s s

65
66
57
68
69
70
7.1
72
73Wi te rPate s 0.493
7413.530

6. 172
o.o4sx0
0.04510

Basic Serv ice Charge
All OPek  kW
oilpeak f irt  s  kW
Gif peak all remaining RW
All GoPeak kwh
Of f Ped kwh

Basic Sev ice Charge
All OPeak kW
of f peak f t !  s kW
oHpeak all remaining kW
All Unpeak RWI
Qf f Peak kwh

M y
! kw
}kw
.few
.fushun
Ikwn

0.493 fdl v
10.250 , lW

few
e sou tow

0.05750 flash
M4750 Nvm

0493 f e w
14.250 ,kW

tow
6.500 , e w

0.04750 t&wh
0.04750 f&W1

10.7201

[0.328l
l0,0}24DI
I 0.m2m1

sResidential Serv ice SummerRate ss

75
. 6
77
i s
79
80
81
82

E12
Sol l=s==v

83
84

Basic Service Charge
Flat 400 kwh
Hen aaa *we
next 1200 kwh
All additional kwh

o. 330
0. 11161
D. 15920
0. 18621
0.19863

Basic Serv ice Charge
Firt  400 uwh
H ! 400 kwh
next 2200 l\Wh
All additional uwh

J'day

t uwh
fhwh

t k wh
J!ir.Wh

l0.00s64l
lo.oaan4l
10.009411
10.010031

Wi t s sBasic Seie Chag
All kph

0.330
0.10851

Basic Serice charge
All kwh

0.330 Islay
6.10597 lruwh
0.15116 r u m
0.17686 .*kWh
0. 18860 I k wh

0.330 idly
0.10303 Ikwn

May
fkwh

5

l0.0054BI

S eR w ss $Res ident il Swi
Tlrh of  US

E r1
Sue l98*?

0.643
0.19652
0.05359

B s i  S i Chag
A l l  OP k kwh
All Of f peak kwh

Bsi Sev ice Chag
Al l  OPak  x wh
All of f peak kwh

I d s
o w n
l kwh

{o.oluasl
10.903381

Wi l s s

65
66
67
68
69
7a
71
72
73
74
75
76
7?
78
79
80
81
82
83
$4
85
86
87
88
89
90
91
92
93
94
95

Es i  Sev i C hrg
All OnPek kwh
All of f peak kph

B i  S i c  C h g
All OnP k kwh
All of f peak kwh

0.643 M1v
0.x5946 ,*lWh
6.06074 ! k wh

9 .

10.008481
19 m3u1

0.643 [day
0.20587 ,*iWh
0.06697 , lawn

0.643 f dnv
0.16794 fav.m
0.06397 )k wh

Summer sRate s s

85
85
87
88
89
90
91
92
93
94
95
i s
97
98
go

Residennal Senrlc.
Time f  U

n 2
Sola Legal

0.643
o. 298 z
0 n6146

Baslc Servace charge
A l l  OP k kwh
All oHpeak kwh

Basle Serv ice Chase
A 11 OP k uwh
All Of f P k kwh

fray
i kwh
r u m

0.643 dav
0.28205 f lash
0.07105 Nv .m

{0.014241
{o.oo2.s9l

s sWi te r s0.643
0411744
0.05651

0.643 edgy
0.22900 ,i¢Wh
0.074105 f icwh

Basic Serv ice Charge
Al l  OPek  k wh
All 01lP k kph

Basic Serv ice Chage
All OPeak kwh
All OIIPak kwh

div
!kwh
fkwh

lo,o11ssl
¢o.oo3s4l

Rate Summer s ss£CTIR
Sola 1¢s»¢v

Resident il Seice
Time of  U with
Demnd Chage

0.64 a
19581

0.08490

0.04730 dav
. a w
,f uwh

f awh

Basic Secv lce Chage
All OPeak aw
All O Pek kwh
An of f peak kwh

Basic Serv e Chage
All QPek  kW

All On9eak kwh
All of f peak kwh

10.1921
10 .001291
lo 002391

0.643 di f
14.899 nw

0 OBCIBI. I kwn
00419!. fkwh

Wi t S S sBéit  S i Chage
A l l  O P k  u w
All Onpeak own
All Of f peak kwh

Bs i  Sv ic  C harg
Al l  OPek  k w

All Onpeak kph
All Of f peak kwh

0.643 d v
10.335 !kw

0.061w3 !kwh
0.04362 rkwn

0.643 I61 v
m as s f ! rw

0.06470 )it wh
0.04594 f t wh

[01550]
10.003271
{0002321

S \ ¢R t ss sEC I 2
Solar Legacy

R s id t i l  Ser ic
Yime of  Llse with
Clemand Charge

Ba i c  Sv ie  C hg
All OnPeak kW
All0npeak kwh
All OHP k kwh

9.543
8.614

010256
0.05109

B s i  S r i C hég
All Gopeak kW
All 0rPeak ILWI1
All Of f P k awh

0.643
14.825

009738
on 48s1

dav
few
n w h
,raws

, d l ¢

k w
,*kwh
f k wh

(D.?89]
lanosxsl
{c>.0o2sBI

Winter s ss 0.643
10. 756

0.06547
0.04750

Basic Selv ice Charge
All o~ peak kW
Al l  OPek  k wh
All Df f peak Kwh

Basic Serv ice Charge
All OnPeak aw
All OPeak kwh
All Dilpeak kwh

0.643 Ida?
10.213 : u w

0.06311 I k wh
0.4145 to f uwh

(D.S431
10.003361
10 .m2w1

f08 Y
NEW
n w h
n w h

CPPRES SummerRate s s s

100
10/
102
103
104
105
106
10?
108
109
110
111
112
113
114
115
u s
11?
118
119
120
121
122
113
124
125
126
12.70.00

96
97
98
gg

.IDD
101
102
/ 03
1 0 :
105
106
10?
/ 08
109
1 to
I 21
112
113
114
125
116
U P
M8
1: 9
: t o
121
122
123
124
125
126
12?

Crtical Peak Pice
Enegy  Disooul

oasnuo [kwh
(omzza3) ;lWl

Citical Pea! Pce
£ gy Di t

Residential Serice
C i t i l Fet  Pic ing

0.2s000 .'kWh
I0.01153} )kWh

aa.aaaumuaa
WA

a a sn m m a m u m ;
mA

Note: Theta may  be variances in diqalnyed values de to rounding. S¢hed.¢€H3
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fA) (GJ(5)fp) 4/1

ARIZONA PUBLIC szav lcr COMPANY

cuAna:s IN REPRESENTATIVE RATE scneouus
cuwwuuson oF PRESeNt Ano mov osf o RATES

Vw Endlnl lun:  30.  /019

iv Fupa(IIamIn) ( D

Male
s¢1»¢vx¢ Rates Muck

Une
NO.RatesBIDf.k

one
N! 593540Des¢rlMlon

Bllllng
Deslgnallan Change

(U . IF/

sSummeRainE2D ssGeneal Scnk
Time al use for
nelwaus Houses of
Wnrsiup

Bari: Scvirechaw
All OnPnk nw
Excess offpeak kW
All Dopeak kwh
All Oilpcak *we

Béxic Sv kt Chage
All OnPeak kW
Excess of fpeak kW
All Of pv ak kwh
All 01lPaak kwh

2.020
3.800
2, w0

0.15474
0.07535

I#kv
/*W
A w
/kwh
Awn

2.020 /Hlv
3.608 /kw
2.279 /kw

014693 /kw
007154 /kwh

(D.191l
10.12xl

10,0078u
lo.oo3sxl

wilmerRate s s s

118
129
130
131
112
133
124
135
136
U 7

128
129
u a
13/
/ 3 1
133
134
135
136
.137

Bash: Seavlce Charge
All OnPeak *w
f resx OllPe1k kW
All OnPsak uwh
All Of f peak kwh

Basic Semce Charge
All Of fPcak We
Ero :  on r¢»k  k w
All O\P¢8k kwh
All Of f peak kwh

z.o2n /clay
a n u s / kw
1.279 /kw

0.12953 /kwh
0.06122 /kwh

10.1921
(o.1z al

10.a96n1
I a ws a zl

Z OO /Wv
t w o n w

14410 / a w
0.13642 /kWh
0.06761 /\LWh

131
139
140

u s
139
140

amzmnw
N/A

m n m m sn wu u sz
NIA

Nma: Thaw may  he v ef iiwee in diaplay od v aluasdus to rmndng. S:hed\ lGHG
Page 3043
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Surrebuttal Schedule JAC1
(Page 2 of 2)

Arizona public Service Company
Test Year Ended June 30, 2019

Docket no. E01345A190236

Arizona Public Service Company

Cost of Capital Calculation

Fair value Rate Base (FVRB),
Fair Value Rate of Return (FVROR) and

Cost Rate to be Assigned to the Fair Value Increment
RUCO Recommended

(5 in thousands)

Calculation of RUCO Fall Value Rate Base (FVRB)

Line
No. Rate Base Estimate Amount

Weighted
AmountWeighting

s50%

50%

$

$

8,261,698

15,136,256

1

2
3

1 Original Cost Rate Base (OCRB) RUCO Recommended

z RUCO Reeonslnuctinn Cost New (RCND) Rate Base
Falr Value Rate Base (FVRB) s

4,130,849

7.568.128
11,698,977

s 3,437,2794

s 1.42

Appreciation above OCRB
FVIOCRB Multiple

Calculation of RUCO Fair Value Rate of Rayburn (FVROR)

Amount Percent

Cost

RateCapital
Weighted

Cost

32.01%38.61% 4.10%
870%

1 ,3123%

3.3601%

6
7

8

s
s
s

3.744.650

4.517.048
8,261 ,698

LongTerm Debt

Common Equity
Capital Financing OCRB

9 Fair Value Increment s 29.36% 0.00%3,437,279 0.00%

10 Fair Value Rate of Return 100.00%s 4.67%11,698,977

Calculation of Cos! Rate lo be Assigned to the Falr Value increment

Cos! RateCost Inputs

11

12
13

! Nominal RiskFree Rate Forecasted

A Less: CPI inflation Component Forecasted

Real RiskFree Rate

1.75%

1.30%
0.45%

14 Cost Rate Falr Value Increment 0.45%

15 RUCO RECOMMENDED COST RATE . Falr Value Increment 0.09%

Sources:

1 Frank Radigan Direct, Exhibit FWR2 [RUCO Schedule A1)

a Frank Radigan Direct, Exhiblt FWR2 (RUCO Schedule A1)

3 Nominal riskfree rate is the yield on the 30year U.S. Treasury Bond, forecasted one year out to QUO 2021.
l ltMs.//tradInileconomi»:s.com/forecast/novernnlenlbond10v

| Consumer Price Index (CPI) inflation, forecasted one year out to QUO 2021.
: aa.oecd.or rice lnllal lonf r asLht



Surrehuttal Schedule JAC 2
Page 1 of 1

Arizona Publlc Service Company
Test Year Ended June 30, 2019
Docket No. E01345A190236

Cost of Common Equity

Common Equlty Cost Rate

Line
No.

Weight
Factor

indicated
Welghted

Cost

Indicated
Cost of

_Common Equity

Schedule JAC 3 8.63% 40.00% 3.4528%1 Discounted Cash Flow Model ('DCF")

Schedule JAC - 4 7.75% 20.00% 1 .5500%2 Capital Asset Pricing Model ("CAPM")

Schedule JAC - 6 9.75% 40.00% 3.9000%a Comparable Earnings Model ("CE')

8.71%4 Sample Average lndlcaled Cost of Common Equity

8.90%5 RUCO Indicated Weighted Cost of Common Equity

6 RUCO Proposed Downward Adjustment 0.20%

7 RUCO Recommended Cost of Common Equlty 8.70%

[Unes 1 31: From Schedules JAC~3, JAC-4 and JAC-5

[Llnes 4 - 5]: See Testimony

[Line SJ: See Direct Testlmony of Jordy Fuentes
[Line 7]: See Testimony



Surrebuttal Schedule JAC 3
Page 1 of 4

Arizona Public Servlce Company
Test Year Ended June 30, 2019
Docket No. E01345A190236

PROXY GROUP -- DIVIDEND YIELD

(A)
Llne

M Proxy Group Companies Ticker

ALE

AEE

AEP

DTE

DUK

EXC

EVRG

OGE

OTTR

PNM

SO

XEL

_IM

$2.47

$1 .98

$2.80

$4.05

$3.86

$1 .53

$2.02

$1 .55

$1 .48

$1 .23

$2.56

$1 .72

(D)
r 2020
Averaqe

$55.62

$80.35

$85.76

$120.27

$86.66

$38.37

$57.00

$31 .18

$38.69

$44.63

$5624

$70.05

(E)

M
4.44%

2.46%

3.27%

3.37%

4.45%

3.99%

3.54%

4.97%

3.83%

2.76%

4.55%

2.46%

(B) (C)
August 2020 Octobe

Hiqh Low

$61 .32 $49.91

$85.43 $75.27

$94.21 $77.30

$130.89 $109.65

$94.37 $78.95

$42.77 $33.97

$65.39 $48.61

$34.10 $28.25

$42.02 $35.36

$50.25 $39.00

$61 .26 $51 .22

$74.41 $65.69

1 Allele. Inc.

2 Ameren Corporation

3 American Electric Power Company, Inc.

4 DTE Energy Company

5 Duke EnergyCorporation

6 Exelon Corporation

7 Evergy, Inc.

8 OGE Energy Corporation

9 Otter TallCorporation

10 PNM Resources, Inc.

11 Southern Company

12 Xcel Energy Inc.

3.67370%13 Avera e

References:

Column (A) - Value Line Investment Survey, Ratings & Reports (September 11, October 23, and November 13, 2020).

DPS reflects annualizalion of most recent quarterly dividend.

Columns (B), (C), and (D) Yahoo Finance

till ://jin ce, h
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Surrebuttal Schedule JAC . 3
Page 4 a4

Arizona Public Sefvlce Company
Tami Year Ended June 80. 2019
Docket No. E!l1345A190236

EB93l§89L!E : :D§EANAL!§!§

(B) (c) (D) (G) (|)

L M
M MMLQMAR EQQM D S M

M M o
MIQMIM
S m d l

P rdoctsd
Ratontlwl

9u1aldh

(A)
Curran!

Dlvlddlll
Yield

L0!»lEu

Historian I
Por Share

sn u e a u sn n n

(E)

Prdoclud
PU Ship

94441154

(F)
Yahoo! Fin.
Prollded
5You EPS

9 9 9 4 !
DCF

n m ;

(H)
Expvctod
Dlvhiul ld

v n u
I P

Avuunv
EBM!!

4.2%

6.7%

ALE

AEE

AEP

DTE

DUK

EXC

EVRG

OGE

OTTR

PNM

s o

XML

4.4%

2.6%

3.3%

3.4%

4.6%

4.0%

3.5%

5.0%

3.8%

2.8%

4.8%

2.5%

2.8%

3.7%

8.9%

4.1%

1.3%

3.6%

1.6%

3.6%

3.1 %

3.8%

3.0%

4.2%

4 .2 %

4.0%

4.2%

8.5%

2.2%

4.8%

NMF

5.8%

5.3%

8 .5%

3.2%

5.8%

2.0%

4.2%

3.5%

4.2%

2.2%

4.0%

2.3%

2.8%

3.2%

4.0%

2.7%

3.8%

5.0 %

8.0 %

3.3%

4.2%

4.0%

3.2%

4.2%

6.7%

3.2%

5.8%

7.00%

3.50%

5.60%

8.03%

2.31%

NMF

6.00%

2.40%

9.00%

3.98%

4.53%

8.20%

1 N ie ls , he ,

2 Ameren Corporation

a Amerlean Elecldc Power Company

4 DTE Energy Company

5 Duke Energy Corpofallon

e Exelnn Corporation

7 Evargy. Inc.

8 OGE Energy Corporation

9 Otter Tel Corporation

10 PNM Resources, trac.

11 Soothe m Company

12 Xcel Energy he.

4.5%

2.5%

3.3%

3.5%

4.6%

4. 1 %

3.8%

5.1%

8.9%

2 .8%

4 .6%

2.5%

4.0 %

4 2 %

4.4%

5.4%

2.3%

4.0%

3.5%

3.8%

4.9%

5.4%

3.3%

5. 1 %

8.5%

8.7%

1.8%

8.8%

8.8%
B. I %

7.1%

8.6%

6.9%

8.2%

7.9%

7.5%

13 Mean 3.67% 3.22% 3.24% 4.61%4.ae% 5.13% 4.17% 3.75% 1.92%

14 Medlan 3.33%3.88% 3.62% 4.17%4.25% 5.50% 4.11% 3.78%

6.98%8.96%1 5  c o m p o s e Ma n e .ao% 8.36% 7.92%888%

1.38% 7.10% 8.01%18 Compos iteMedlan 7.93% 9.26% 7.87%

(bownluoded November t7. 2020)

M ;
Column [A] : Sdvedde JAC 3 (Page 1)
Column [B] :Sdwckle JAC 3, owe 4 of 4

Column [Cl : Schedule JAC . 3, page 4 of 4
Column [Dl ad cdumn [E]:Sd1edlKeJAC3, page2 of4

Column [F] : Sas Yahoo Flnanoo. Gmwlh Estimates Next 5 Years see Attachment 7

Column [G] z Average Co!umne [B] through [F]

Column [H] : Column [A] (1 + (Column [G1 (0.5)))

Column [I] : Column [G] + Column [H]

Note: Low 8nd high values for each base (mean I composite mean. and median / composite median) are highlighted .
NNF Not Meaningful Figure
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Arizona Public Service Company
Tes! Year Ended June 30, 2019
Docket No. E01345A~190236

CAPITAL ASSET PRICING MODEL .. PROXY COMPANY COST RATES

[B] ID]IC!
Rlsk

Ticker
0.85
0.80
0.75
0.90

ALE
AEE
AEP
DTE
DUK
EXC
EVRG
OGE
OTTR

0.85
0.95
1.00
1.05
0.85
0.95
0.90

Llne
M9
1
2
3
4
5
e
7
B
9
10
11
12

PNM
SO
XEL

[A]
Rlsk Free

E319
1 .23%
1.23%
1.23%
1.23%
1.23%
1.23%
1.23%
1 .23%
1.23%
1.23%
1.23%
1 .23% 0.80

r mi
7.40%
7.40%
7.40%
7.40%
7.40%
7.40%
7.40%
7.40%
7.40%
7.40%
7.40%
7.40%

[811/£1
6.29%
5.92%
5.55%
6.66%
6.29%
7.03%
7.40%
7.77%
6.29%
7.03%
6.66%
5.92%

Proxy Group Companies
Allete. Inc.
Ameren Corporation
American Electric Power Company
DTE Energy Company
Duke Energy Corporation
Exeton Corporation
Evergy, Inc.
OGE Energy Corporation
Otter Tail Corporation
PNM Resources. Inc.
Southern Company
Xcel Energy Inc.

IE]
CAPM
M M
7.51 %
7. 14%
6.78%
7.88%
7.51 %
8.25%
8.62%
8.99%
7.51 %
8.25%
7.88%
7.14%

13 D.B87SAverage 7.80%

Median14 7.70%

15
16
17

to

1.14%
1.21 %
1.34%
1.23%

20 year Treasury Bonds

August 2020
September 2020
October 2020

Average

19 RUCO Risk-Free Rate 1.23%

REFERENCES
Column [A]: united States Treasury Department Attachment 2
https://www.treasurv.gov/resourcecenter/data4:hartcenter/Inrerestrates/pages/TextVlew.aspx?data=vietdYear&vear=2019

Column [B): Value Line Investment Survey, Ratings & Reports (September 11, October 23.and November 13. 2020 - See Attachment1)
Note:Updated beta coefficients for PNM and XEL obtained from Value Line Investment Survey, Summary & Index (Sept.11. 2020).

Column [C]: JAC 4. Page 2 of 2
Column [D]: [B] [C]
Column [E]: [A] + [D]
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Arizona Public Service Company
Test Year Ended June 30, 2019
Docket No. E01345A19-0236

STANDARD & POORS 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

[A] [B] [C]

EPS BVPS ROE

[D]
20~YEAR
T-BOND

[E]
RISK

PREMIUM

$12.33
$14.88
$14.82
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.87
$21.73
$18.29
$18.86
$21.89
$30.60
$33.96
$38.78
$39.72
$37.71
$48.17
$50.00
$24.70
$27.59
$48.73
$58.55
$69,93
$8151
$66.18
$14.88
$50.97
$77.35
$86.95
$86.51

$100.20
$102.31
$86.53
$94.55

$109.88
$132.39
$139.47

$79.07
$85.35
$94.27

$10248
$109.43
$112.46
$116.93
$122.47
$125.20
$126.82
$134.07
$141 .32
$147.26
$153.01
$158.85
$149.74
$180.88
$193.06
$216.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$529.59
$451 .37
$513.58
$579.14
$613.14
$666.97
$715.84
$726.96
$740.29
$768.98
$807.04
$841 .26
$892.65

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43
44

7.90%
8.86%
9.97%
11.55%
13.50%
10.38%
11.74%
11.25%
8.98%
7.92%
8.97%
8.81 %
8.19%
8.22%
7.26%
7.17%
6.59%
7.60%
6.18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.69%
4.68%
4.86%
4.45%
3.47%
4.25%
3.82%
2.46%
2.88%
3.41 %
2.55%
2.30%
2.65%
3.11 %
2.40%
6.39%

15.00%
16.55%
15.06%
14.50%
11 .39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.22%
13.24%
16.37%
16.58%
17.08%
16.33%
14.62%
17.29%
16.22%
7.44%
8.36%

14.15%
14.98%
16.12%
17.03%
12.80%
3.03%

10.56%
14.16%
14.59%
13.52%
14.49%
14.18%
11.79%
12.53%
13.94%
16.06%
16.09%
13.79%

Year

1 977

1978
1979

1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

Average

7.10%
7.69%
5.09%
2.95%
2.11%
1.85%
2.16%
0.55%
2.51 %
5.50%
8.28%
7.04%
6.28%
223%
4.96%
6.07%
9.78%
8.98%

10.90%
9.69%
8.79%
11.72%
9.72%
1.91 %
2.77%
9.35%
9.96%

11.43%
12.35%
7.94%
1 .42%
7.09%
9.91 %

10.77%
11 .06%
11 .61 %
10.77%
9.24%
10.23%
1129%
12.95%
13.69%
7.40%

[A]: Diluted earnings per share on the S&P 500 Composite Index.
[B]: Book value per share on the S&P 500 Composite Index.
[C]: Average of current and prior year [B] / current year [A].
[D]: Annual income returns on 20-year U.S. Treasury bonds.
[Eli [C] - [D]
Sources for [A] and [B]: Standard & Poor's 2015 Analysts' Handbook and

Standard & Poors 500 Earnings and Book Value Per Share:
httos://vcharts.com/Indicators/reports/so $00 earnings
https://vcharts.com/indicators/sando 500 book value per share
Source for [D]: Morningstar 2015 Classic Yearbook (Table A7) and
U.S. Department of the Treasury
https://www.treasun.zov/pazes/default.asox
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Surrebuttal Schedule JAC - 6
Page 1 of 7

Arizona Public Service Company
Test Year Ended June 30, 2019
Docket No. E-01345A-19-0236

ECONOMIC INDICATORS

Real GDP
GrowthYear

lndustdal

Production
Growth

Consumer
PNcelndex

Line
M

Producer
Price Index

1
2
3
4
5
6
7
8

1975
1976
1977
1978
1979
1980
1981
1982

-1. 1 %
5.4%
5.5%
5.0%
2.8%
-0.2%
1 .8%
-2.1 %

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.8%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

g
10
11
12
13
14
15
16
17

1983
1984
1985
1986
1987
1988
1989
1990
1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.8%
6.1%
3.1%

0.6%
1 .7%
1 .8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1 %

18
19
20
21
22
23
24
25
26
27

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

3.0%
2.7%
4.0%
3.7%
4.5%
4.5%
4.2%
3.7%
4.1%
1.1%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

1.6%
0.2%
1.7%
2.3%
2.8%
-1 .2%
0.0%
2.9%
3.6%
~1 .6%

28
29
30
31
32
33
34
35

2002
2003
2004
2005
2006
2007
2008
2009

1.8%
2.8%
3.8%
3.3%
2.7%
1.8%
-0.1%
-2.5%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1%
0.1%
2.7%

1 .2%
4.0%
4.2%
5.4%
1.1 %
6.2%
-0.9%
4.3%

36
37
38
39
40
41
42
43
44
45

1.5%
3.0%
1.7%
1.5%
0.8%
0.7%
2.1%
2.1%
1.9%
2.3%

4.7%
6.9%
1.6%
0.8%
1.2%
-4.3%
-1 .4%
3.3%
3.4%
0.4%

Unemploy-
ment
Rate

1975 - 19B2 Cycle
-8.9% 8.5%
10.8% 7.7%
5.9% 7.0%
5.7% 6.0%
4.4% 5.8%
-1 .9% 7.0%
1.9% 7.5%
-4.4% 9.5%

1983 - 1991 Cycle
3.7% 9.5%
9.3% 7.5%
1.7% 7.2%
0.9% 7.0%
4.9% 6.2%
4.5% 5.5%
1.8% 5.3%
-0.2% 5.6%
-2.0% 6.8%

1992 . 2001 Cycle
3.1% 7.5%
3.4% 6.9%
5.5% 6.1%
4.8% 5.6%
4.3% 5.4%
7.3% 4.9%
5.8% 4.5%
4.5% 4.2%
4.0% 4.0%
-3.4% 4.7%

2002 - 2009 Cycle
0.2% 5.8%
1.2% 6.0%
2.3% 5.5%
3.2% 5.1%
2.2% 4.6%
2.5% 4.6%
-3.5% 5.8%
-11.5% 9.3%

Current Cycle
2010 2.6% 5.5% 9.6%
2011 1.6% 3.1% 8.9%
2012 2.2% 3.0% 8.1%
2013 1.8% 2.0% 7.4%
2014 2.5% 3.1% 6.2%
2015 3.1% -1 .0% 5.3%
2016 1.7% -2.0% 4.9%
2017 2.3% 2.3% 4.4%
2018 3.0% 3.9% 3.9%
2019 2.2% 0.8% 3.7%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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Arlxona Public Service Company
TostYear Ended June to, 2019
Docket No. E01346A190236

ECONOMIC INDICATORS

Industrial
Pwductlon

Growth

Real
Gap*

Groff

Unemploy
men!
Rate

Consumer
Price Index

Producer
a mu s e ;

0.9%
3.2%
2.3%
2.9%

2.5%
1 .8%
1 .8%
1 .7%

4.6%
4.5%
4.6%
4.8%

B.4%
8.8%
1.2%
6.6%

4.8%
5.2%
1 .2%
0.6%

-1 .8%
1 .3%
~3.7%
8.9%

1.9%
0.2%
3.0%
8.0%

4.9%
5.3%
8.0%
6.9%

2.8%
7.6%
2.8%

-18.2%

9.6%
14.0%
0.4%

-28.4%

5.3%
0.3%
1 .4%
4.0%

11 .6%
12.9%
9.3%
4.5%

8.1 %
9.3%
9.6%
10.0%

2.4%
3.2%
2.0%
2.5%

0.4%
9.2%
0.8%
8.8%

1.6%
3.9%
2.8%
2.8%

2.7%
6.5%
6.9%
6.2%

0.9%
12%
2.8%
2.8%

9.7%
9.7%
9.6%
9.6%

6.5%
2.4%
4.0%
9.2%

1 .5%
2.9%
0.8%
4.6%

6.4%
3.6%
3.3%
4.0%

4.8%
3.2%
2.4%
0.4%

9.0%
9.0%
9.1%
8.7%

9.6%
3.6%
6.4%
1 .2°/o

2.3%
1.6%
2.6%

0.1% 4.5%
4.7%
3.4%
2.8%

3.2%
0.0%
4.0%
0.0%

8.3%
8.2%
8.1%
7.8%

2.0%
2.8%
9.6%
3.6%

2.5%
2.0%
2.6%
3.3%

1.8%
1 .1 %
3.0%
3.8%

1.7%
7.8%
7.3%
7.0%

2.0%
1.2%
1.6%
1.2%

1.2%
2.4%
0.0%
0.3%

-1.2%
4.0%
5.0%
2.3%

3.2%
4.2%
4.7%
4.6%

6.6%
8.2%
6.1%
5.7%

0.3%
0.2%
0.0%
4.8%

1.6%
3.6%
0.0%
2.8%

a.2%
2.7%
1.6%
0.5%

3.5%
1.5%
1.1 %
0.8%

5.6%
5.4%
6.2"/o
5.0%

0.2%
0.6%
0.0%
0.2%

2.3%
1.2%
1 .8%
0.9%

1.5%
2.3%
1.9%
1.8%

1.7%
~1.3%
1.2%
0.1%

4.9%
4.9%
4.9%
4.7%

1.1%
1.0%
1.1%
1.8%

2.7%
2.2%
1.5%
0.9%

1 .8%
3.0%
2.8%
2.3%

4.7%
4.3%
4.3%
4.1%

0.0%
2.2%
1.8%
3.5%

3.7%
3.1%
2.9%
3.6%

2.5%
1.9%
1.9%
2.1%

3.8%
2.7%
2.1 %
1.3%

3.5%
3.3%
4.9%
3.9%

4.1%
3.9%
3.8%
3.8%

1.7%
2.3%
1.3%
1 .0%

3.2%
8.9%
3.9%
2.6%

2.9%
1.5%
2.G%
2.4%

2.9%
1 .1 v,
02%
0.7%

3.9%
3.6%
3.6%
3.5%

0.2%
0.2%
0.2%
0.2%

0.8%
0.8%
0.1%
0.2%

4.9%
.14.4%

0.1%
0.1%

0.2%
-3.7%

5.0%
31 .4%
33.1% 3.8%

13.0%
8.8%

Llne
NO
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
az
as
34
35
36
37
38
39
40
41
42
43
44
46
46
47
48
49
50
51
62
63
64
55
56
57
58
59
80
61
62
63
64
85
66
67
68
69
70

Year
2007

1 as Qtr.
2nd Qlr.
3rd Qfr.
4th Qtr.
2008

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2009

1stQtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2010

18tQlr.
2nd Qtr.
Srd Qtr.
Mh Qtr.
2011

1st Qtr.
2r\d Qtr.
3rd Qtr.
4th Mr.
2012

1st Qtr.
2nd Qtr.
and Qtr.
4th Qtr.
2013

1st Qlr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2014

181 Qlr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2015

1st Qlr.
2nd Qu.
3rd Qtr.
4th Qtr.
2016

1stQtr.
2nd OU.
3rd Qlr.
4th Qtr.
2011

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2018

1st Qtr.
2nd Qtr.
and Qtr.
4th Qtr.
2019

181 Qzr.
2nd Qtr.
3rd Qu.
4th Qtr.
2020

1st Qtr.
2nd Qtr.
Grd Qtr.
4th Qtr.

"GDP=Gross Domastlc Product
Soule: Councll of Economlc Advisors. Economic Indicators, various Issues.
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Arizona Public Service Company
Test Year Ended June 30, 2019
Docket No. E-01345A-19-0236

INTEREST RATES

Une Prime
Rate

us Treasury
T BIIIS

a Month

Utility
Bonds

Aaa

us Treasury
T Bonds
10 Year

utility
Bonds

Aa

Utllity
Bonds

A

Utility
Bonds

Baa
9.03%
8.63%
8.19%
8.87%
9.86%

12.30%
14.64%
14.22%
12.52%
12.72%
11.68%
8.92%
9.52%

10.05%
9.32%
9.45%
8.85%
8.19%
7.29%
8.07%
7.68%
7.48%
7.43%
B.77%
7.21 %
7.88%
7.47%

m

M
1
2
3
4
5
8
7
8
9
10
11
12
13
14
1 s
16
17
18
1 g
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
86
37
38
39
40
41
42
43
44
45

Year

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

7.86%
6.84%
6.83%
9.06%
12.67%
15.27%
18.89%
14.86%
10.79%
12.04%
9.93%
8.33%
8.21 %
9.32%
10.87%
10.01%
8.46%
6.25%
6.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91 %
4.67%
4.12%
4.34%
6.19%
7.96%
8.05%
5.09%
3.25%
3.25%
3.25%
3.25%
3.25%
3.25%
3.27%
3.51%
4.13%
4.95%
5.25%

5.84%
4.99%
5.27%
7.22%

10.04%
11.51 %
14.03%
10.69%
8.63%
9.58%
7.48%
5.98%
5.82%
6.69%
8.12%
7.51 %
5.42%
3.45%
3.02%
4.29%
5.51%
5.02%
5.07%
4.81%
4.66%
5.85%
3.44%
1 .62%
1.01 %
1.38%
3.16%
4.73%
4.41 %
1 .48%
0.16%
0.14%
0.06%
0.09%
0.06%
0.03%
0.06%
0.33%
0.94%
1 .94%
2.09%

7.99%
7.61%
7.42%
8.41%
9.43%
11.43%
13.92%
13.01 %
11.10%
12.46%
10.62%
7.67%
8.39%
8.85%
8.49%
8.55%
7.86%
7.01 %
5.87%
7.09%
6.57%
6.44%
6.35%
5.26%
5.65%
6.03%
5.02%
4.61%
4.01 %
4.27%
4.29%
4.80%
4.63%
3.66%
3.26%
3.22%
2.78%
1 .80%
2.35%
2.54%
2.14%
1 .84%
2.33%
2.91%

2.14% 9.44%
8.92%
8.43%
9.10%

10.22%
13.00%
15.30%
14.79%
12.83%
13.66%
12.06%
9.30%
9.77%

10.26%
9.56%
9.65%
9.09%
8.55%
7.44%
8.21 %
7.77%
7.57%
7.54%
6.91%
7.51 %
8.06%
7.59%
7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%
5.75%
5.24%
4.78%
3.83%
4.24%
4.19%
4.00%
3.73%
3.82%
4.09%
3.61 %

10.09%
9.29%
8.61 %
9.29%

10.49%
13.34%
15.95%
15.86%
13.66%
14.03%
12.47%
9.58%

10.10%
10.49%
9.77%
9.86%
9.38%
8.69%
7.59%
8.31 %
7.89%
7.75%
7.50%
7.04%
7.62%
8.24%
7.78%
7.37%
6.58%
6.16%
5.65%
6.07%
6.07%
6.53%
6.04%
5.46%
5.04%
4.13%
4.47%
4.28%
4.12%
3.93%
4.00%
4.25%
3.77%

10.96%
9.82%
9.06%
9.62%
10.96%
13.95%
16.60%
16.45%
14.20%
14.53%
12.96%
10.00%
10.53%
11 .00%
9.97%
10.06%
9.55%
8.86%
7.91%
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%
8.02%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%
7.06%
5.96%
5.57%
4.86%
4.98%
4.80%
5.03%
4.68%
4.38%
4.67%
4.19%

[1] Note: Moody's has not published Aaa utility bond yields since 2001 .

Sources: Council of Economic Advisors, Economic indicators, Mergent Bond Record, Federal
Reserve Bulletin, various issues.
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Arizona Public Serviee Company
Test Year Ended June 30,2019
Docket No. E-01345A19-0236

STOCK PRICE INDICATORS
S&P

DJIA

S&P
Earnings/Price

Ratio
S&P

Composite
NASDAQ

CompositeYear
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

322.84
334.59
376.18
415.74
451 .21
460.42
541 .72
670.50
873.43

1,085.50
1 ,327.33
1,427.22
1 ,194.18
993.94
965.23

1,130.65
1 ,207.06
1,310.67
1,476.66
1,220.89
946.73

1,139.31
1 .268.89
1,379.56
1,642.51
1,930.67
2,061 .20
2,092.39
2,448.22
2,744.68
2,912.50

491 .69
599.26
715.16
751 .65
925.19

1,164.96
1 ,469.49
1 ,794.91
2,728.15
2,783.67
2,035.00
1 ,539.73
1,647.17
1 ,986.53
2,099.03
2,265.17
2,577.12
2,162.46
1,841 .03
2,347.70
2,680.42
2,965.77
3,537.69
4,374.31
4,943.49
4,982.49
6,231 .28
7,419.27
7,936.85

Dividend/Price
Ratio
4.31 %
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81 %
4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61 %
3.24%
2.99%
2.78%
2.82%
2.56%
2.19%
1.77%
1 .49%
1 .25%
1 .15%
1 .32%
1 .61 %
1.77%
1.72%
1 .83%
1 .87%
1 .86%
2.37%
2.40%
1 .97%
1.99%
2.09%
2.08%
1 .94%
2.05%
2.18%
1.97%
1.90%
1 .93%

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884.36

1,190.34
1,178.48
1,328.23
1,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33
3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
7,441 .15
8,625.52

10,464.88
10,734.90
10,189.13
9,226.43
8,993.59
10,317.39
10,547.67
11,408.67
13,169.98
11,252.61
8,876.15
10,662.80
11,966.36
12,967.08
14,999.67
16,773.99
17,590.61
17,908.08
21 ,741 .91
25,045.75
26,378.41

9.15%
8.90%
10.79%
12.03%
13.46%
12.66%
11.96%
11 .60%
8.03%

10.02%
8.12%
6.09%
5.48%
8.01 %
7.41 %
6.47%
4.79%
4.22%
4.46%
5.83%
6.09%
5.24%
4.57%
3.46%
3.17%
3.63%
2.95%
2.92%
3,84%
4.89%
5.36%
5.78%
5.29%
3.54%
1.86%
6.04%
6.77%
6.20%
5.57%
5.25%
4.59%
4.17%
4.22%
4.67%
4.53%

Source: Council of Economic Advisors, Economic Indicators, various issues.
https://www.gpo.izov/fdsys/browse/collection.action?coIIectionCode=ECOnl
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Arizona Publlc Service Company
Test Year Ended June 30, 2019
Docket No. E01345A180236

STOCK PRICE INDICATORS

DJIA

S&P
DlvldendsIPrice

Ratio

S&P
Earnings/Price

Ratio
S&P

Composite
NASDAQ

Composite

1 ,425.30
1 ,496.43
1 ,490.81
1 .494.09

2,444.85
2,552.37
2,609.68
2,701.59

1 .84%
1 .B2%
1 .86%
1 .91 %

12,470.97
13,214.26
13,488.43
13,502.95

5.85%
5.65%
5.15%
4.51%

1 .350.19
1 ,371,65
1 ,251.94
909.80

2.11 %
2.10%
2.29%
2.98%

2,332.91
2,426.26
2,290.87
1,599.64

4.55%
4.05%
3.94%
1.65%

12,383.86
12,508.59
11,322.40
8,795.61

809.31
892.23
996.68

1.0B8.70

3.00%
2.45%
2.16%
1.99%

0.86%
0.82%
1.19%
4.57%

1 ,485.14
1 ,731.41
1 .985.25
2,162.33

7,774.06
8,327.83
9,229.93
10,172.78

1 ,121.60
1 ,135.25
1 ,096.39
1,204.00

2,274.88
2,343.40
2,237.97
2,534.62

1 .94%
1 .97%
2.09%
185%

5.21%
6.51%
6.30%
6.15%

10,454.42
10,570.54
10,390.24
11,236.02

1,302.74
1 .319.04
1 ,237.12
1 ,225.65

1 .B5%
1 .97%
2.15%
2.25%

2,141.01
2,766.64
2,613.11
2,60031

6. 13%
6.35%
7.69%
691 %

12,024.62
12,370.73
11 ,671.47
11,798.65

1,347.44
1 ,350.39
1 ,402.21
1,418.21

2.12%
2.30%
2.27%
2.28%

2,902.90
2,928.62
3,029.86
3,001 .69

12,839.80
12,765.58
13,118.72
13,142.91

6.29%
8.45%
6.00%
6.07%

1,514.41
1,609.77
1.575.131
1,770.45

3,177.10
3,369.49
3,643.63
3,960.54

2.21%
2.15%
2.14%
2.06%

5.59%
5.66%
5.65%
5.42%

14,000.30
14,961.28
15,255.25
15,751.96

1 .B34.30
1 .900.37
1 .975.95
2012.04

4,210.05
4,195.81
4,483.51
4607.88

16,170.26
16,603.50
16,953.85
17368.36

2 .04%
2 .OG %
2.02%
2 .03 %

5.39%
5.26%
5.38%
4.97%

2.02%
2.05%
2.16%
2.16%

2063.46
2102.03
2,026.14
2,053.17

4821 .go
5017.41
4 .921 .81
5,000.70

4.a0%
4.60%
4.72%
4.23%

17806.47
18007.48
17,065.52
17,482.97

1 ,948.32
2,074.99
2,161.36
2,184.88

4,609.47
4,845.55
5,165.06
5,309.89

2.31%
2.19%
2.13%
2.13%

4.20%
4.14%
4.11%
4.22%

16,635.76
17,763.85
18,367.92
18,864.77

2.05%
2.02%

2,323.95
2,396.22
2,467.72
2,604.98

5,730.36
6,087.11
6,344.72
6,762.93

4.24%
4.29%
4.25%
4.11%

20.385.12
20,979.77
21 ,889.5B
23,713.18

2,732.58
2,703.16
2,550.99
2,692.00

7,250.93
7,356.20
7,877.47
7,192.48

1 .88%
1.92%
1.83%
1.98%

4.37%
4.51%
4.47%
5.28%

25,122.58
24,555.62
25,613.63
24,891.19

2,722.08
2,882.89
2,958.59
3,086.44

7,346.37
7,874.48
8,068.08
B.458.48

2.00%
1 .93°/o
1.92%
1 .88%

4.74%
4.60%
4.46%
4.32%

25,161.98
26,102.16
26,682.54
27,566.95

1 .80% 4.50%
3.21%

3,069.30
2,928.75
3,321.62

8,808.14
9,079.35

10,933.61

26,679.05
24,542.40
27,313.53

Line
M
1
2
a
4
5
6
7
8
g
10
11
12
13
14
15
16
17
1a
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
$5
66
67
68
69
70

2007
1st Qtr.
2nd Qtr.
are Qtr.
4th Qtr.
2008

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2009

1st Qtr.
2nd Qtr.
3rd Qtr.
4tr1 Qtr.
2010

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2011

1st Qu.
2nd Qtr.
3rd Qtr.
4th Qtr.
2012

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2013

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2014

1st Qtr.
2nd Qlr.
3rd Qtr.
4th Qtr.
201 s

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2016

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2017

1st Qlr.
2nd Qtr.
3rd Qtr.
4th Qtr,
2018

1stQtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2019

1st Qtr.
2nd Qtr.
3rd Qtr.
4m Qtr.
2020

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr,

Source: Council of Economic Advisors, Economic Indicators, various issues.
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